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ARTICLE 13A
PUBLIC SERVICE DISTRICTS

Legislative findings, :

Jurisdiction. of the public service commission,

County commissions to develop plan to create, comsolidate, merge, ex-
pand or dissolve public service districts.

General purpose of districts. .

, Creation of districts by, county commission; , enlarging, reducing, merg-

~ ing, or dissolving district; consolidation; agreements, etc.; infringing
upor powers of county commission; filing list of members and districts
with the Sétretary of State. ' .

District to be a public corperation and political subdivision; - powers
thereof; public service boards. )

Removal of members of public service board. . ‘

Board chairman: members’ compensation; procedure; district nante.

General manager of board,

Employees of board.© - - :

Acquisition and opération ‘of district praperties. .

Acquisition and purchase of public service properties; right of eminent
domain; extraterritorial powers.

Rules; service rates and charges; discontinuance of service; required
water and sewer connéctions; lien for delinquent fees,

Limitations with respect to foreclosure.

Budget.

Accounts; audit.

Disbursement of district funds,

Revenue bonds. .

Items included in cost of properties.

Bonds may be secured by trust indenture.

Sinking fund for revenue bonds.

Collection, etc., of revenues and enforcement of covenants; default; suit,
etc., by bondholder or trustes to compel performance of duties; ap-
pointment and powers of receiver.

Operating contracts,

Sale, lease or rental of water, sewer, stormwater or gas system by district;
distribution of proceeds.

Statutory mortgage lien created; foreclosure thereof,

Refunding revenue bopds.

Complete authority of article; liberal construction; district to be public
instrumentality; tax exemption.

Validation of prior acts and proceedings of county courts for creation of
districts, inclusion of additional territory, and zppointment of members
of district boards.

Validation of acts and proceedings of public service boards,

Acceptance of loans, grants or temporary advances,

Borrowing and bond issuance; procedure,

6-13A~1. Legislative findings
£The Legislature of the state of West Virginia hereby determines and finds that
=¥ present system of public service districts within the state has provided a
Valuable service at a reasonable cost to persons who would otherwise have been
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§ 16-13A-1 PUBLIC HEALTY

unable to obtain public utility services, To further this effort, and to insure tha
all areas of the state are benefiting from the availability of public service distrie:
utility services and to further correct areas with health hazards, the Legislature
concludes that it is in the best interest of the public to implement better ;!
management of public service district resources by expanding the ability and 5
the authority of the public service commission to assist public service distriets ™
by offering advice and assistance in operational, financial and regulato) |
affairs. ) ) o

In addition to the expanded powers which shall be given to the public servigd
commission, the Legislature also concludes that it is'in the best interest.of the
public for each couhty commission to review current technology available and :
consider consolidating existing public service districts where it is feasible and
will not result in the interference with existing bond instruments. Further,.4f .
such consolidation is not feasible, the Legislature finds that it is in the best
interest of the public for each county commission to review current technology -
available and consider consolidating or centralizing the management of publid
service districts within its county or multi-county area to achieve efficiency of |
operations. The Legislature also finds that additional guidelines should be -
imposed on the creation of new public service districts and that county
commissions shall dissolve inactive public service districts as hereinafter pro -
vided. The Legislature also finds that the public service commission shail
promulgate rules and regulations to effectnate the expanded powers given to
the commission relating to public service districts. =

Acts 1953, ¢, 147; Acts 1980, c. 60; Acts 1986, c. 81.

Cross References
County courts, authority to make grants for water and sewer systems, see § 7—1-3t.

Administrative Code References
Sewer utilities regulations, see W. Va. Code St. R § 150-5-1 et seq.

Library References

Counties 9=18. C.1.5. Counties § 31.

Muaicipal Corporations €5, 6, C.J.S. Mursicipal Corporations § 11.

Public Utilities =145, C.I.S. Public Utilities §§ 26 to 32, 159 to 167,
Westlaw Topic Nos. 104, 268, 317A. 16910 171, 177 to 178. o

WF

Notes of Decisions

In general 2 Validity 1

Admissibility of evidence 8 . — e
Construction and application 3 1. Validity oAl
Costs 9 Title of act authorizing creation of public s&t
Creation and enforcement of liens 7 vice districts in connection with acquisition, .
Eminent domain powers 4 construction, maintenance, operation, improve;
Property of public service district 5 ment and extension of properties supplying wa*
Rates and charges for service 6 ter and sewerage services, clearly defines object ;

and purposes of act and powers of governing .
board, and is sufficient to meet constitutional !
requirerents. Acts 1953, c. 147; Const. art

386




PUBLIC SERVICE DISTRICTS

§ 30. .State ex rel. McMillion v. Stahl, 1955, 89
g.E.2d 693, 141 W.Va. 233. Statutes &= 123(3);
. Statutes €= 123(5)
" _Statute authorizing creation of public service
districts viclates no provision of State Constitu-
tion, mor is it violative of Fourteenth Amend-
ment to United States Constitution, Act 1953,
.c..147; U.5.C.A.Const. Amend. 14, State ex rel.
McMillion v. Stahl, 1955, 89 S.E.2d 693, 141
W.Va. 233. Constitutional Law &= 4056; Mu-
nicipal Corporations &= 4
In statute authorizing creation of public ser-
‘vice districts, provision for delinguent fixed
rates and charges for services rendered to be
‘lien, on premises served was not unconstitution-
al as depriving owners of property without due
‘process of law or as violating Fourteenth

Amendment of United States Constitution or
applicable provisions of State Constitution.
Acts 1953, ¢, 147, § 1 et seq.; Const. art, 3, §5 9,
i0; U.S.C.A.Const. Amend. 14. State ex rel
McMillion v. Stahl, 1955, 89 S.E.2d 693, 141
W.Va. 233. Constitutional Law & 4416; Mu-
nicipal Corporations & 408(1)

Statute authorizing creation of public service
districts does not, in so far as it requires County
Court to define territory to be included in public

. $ervice district and appoint a board to govern
same in first instance, involve unconstitutional
delegation of judicial hunctions to the County
Court, Acts 1933, c. 147; Const. art. 8, § 24,
State ex rel. McMillion v. Stahl, 1955, 89 S.E.2d
€93, 141 W.Va 233. Constitutionsl Law &
'2355; Municipal Corporations & 4

2. In general
A public service district may be created for

vices, or both water and sewer services, Code,
"16-13A-1, Canyon Public Service Bist. v. Tasa
Coal Co., 1973, 195 $.E.24d 647, 156 W.Va. 606.
Munjcipal Corporations &= § '
Creation and operation of water or sanitary
“districts or authorities' by issuance of revenue
bonds payable from revenues are authorized.
Cade, 16-13A-1 et seq. State'ex rel, Appala-
chian Power Co. v. Gainer, 1965, 143 S.E.2d
51, 149 W.Va, 740. Health ¢&= 369; Waters
.And Water Courses &= 183.5

-A county court may use Federal Revenue
haring Funds for ordinary and necessary
‘maintenance and operating expenses for sewage
:disposal, sanitation, and pollution abatement,
d ordinary and necessary capital expendi-
tures authorized by law buf may not use such
funds for matching purposes under any other
Aederal-aid program. 55 W.Va. Op.Aty.Gen
16 (Tune 27, 1973) 1973 WL 159152,

. Construction and application
A public service district is a public corpora-
#llon and does not come within constitutional

the purpose of furnishing water or sewer ser-.

587

§ 16-13A-~1
Note 6

provision which in substance provides that all
corporations shall be created by general laws
and whick is applicable to private corporations.
Acts 1953, ¢. 147, 8 1 et seq.; Const. art. 11, § 1.
State ex rel. McMillion v. Stahl, 1955, 89 S.E.2d
693, 141 W.Va. 233. Statutes €= 80(3)

4. Eminent domain powers .

Where notice, hearing and order with respect
to creation of public service district considered
only the question of furnishing water, such dis-
trict was created only for the purposes of fur-
nishing water services, and had no power to
condemn real ‘estate for sewerage facilities.
Code, 16-13A-1, 16-134-2. Canyon Public Ser-
vice Dist. v. Tasa Coal Co., 1973, 95 S.E.2d
647, 156 W.Va. 606. Eminent Domain €= 32

Condemnation by public service district is not
a taking of private property for private use in
violation of applicable constitutional provision.
Const, art. 3, 8 9. State ex rel. McMillion v,
Stahl, 1955, 89 S.E.2d 693, 141 W.va. 233.
Eminent Domain €= 13

5. Praperty of public service district

Property of public service district is public
property used for public purposes, and, under
constitutional provision that public property
shall be exempt from taxation, statute authoriz-
ing creation of public service districts and
granfing tax exemption was not violative of con<
stitutional provision requiring that taxation be
equal and uniform throughout state, Acts 1953,
c. 147, § 1 et seq.; Const. art. 10, § 1. State ex
rel. McMillion v. Stahl, 1955, 89 S.E.2d 693,
141 W.Va. 233, Taxation &= 2289

6. Rates and charges for service

_ Relief under Federal Securities Act of 1933
was not adequate or suficient remedy for relief
sought by corporations holding sewer revenue
bonds of public service district in mandamus
proceeding to compel district to establish and
collect rates for services remdered by district
sufficient to provide for all operational and
maintenance expenses, to pay, when due, prin-
cipal and interest of revenue honds issned by
district, and to file tariff reflecting such charges
with Public Service Cemmission, and any relief
afforded under provisions of federal statute
could not supersede relief which could be grant-
ed in mandamus proceeding. Securities Act of
1933, § 1 &t seq., 15 T.S.CA. § 77a et seq’
Code, 16-13A-1 et seq. State ex rel. Allstate

* Ins. Co. v. Unioh Public Service Dist., 1966, 151

S.E.2d 102, 151 W.Va. 207. Mandamus &= 3(8)

Corporations halding sewer revenue bonds of
public service district, a public corporation and
political subdivision of state, had right by rman-
damus to enforce and compel district and mem-
bers of the Public Service Board to establish,
charge and collect rates for services rendered
by district sufficient to provide for all operation-




§ 16-13A-1 PUBLIC HEAETy

Note 6

al and maintenance expenses, to pay, when due, Statute authorizing creation of
principal and interest of revenue bonds issued districts confers up
by district, and to file tariffs refiecting such thority to create mortgage
charges with Public Service Commission.  of public service district, and action of legis]a.
Code, 16-13A~1 et seq., 16-13A-9, 16~13A-10, ture conferring such authority was within
16-13A-13, 16-13A-17. State ex rel. Allstate Ieg'_[slature’s power, Acts 1953
Ins. Co. v. Union Public Service Dist., 1986, 151  zrt 10, § 8. State ex rel. M
S.E.2d 162, 151 W.Va. 207, Mandarhus € 110 1955, 80 S.E.2d 693, 141 W.Va. 233. My
It was ministerial duty of chairman of public  pal Carporations & 222; Municipal Corp
service board of public service district to sign  tions & 225(1)
revenue bonds and to assist in effectuating their ’
issuance, and in view of consf:tiltl-utionﬁlity of stat- g Admissibility of evidence "
ute authorizing creation of the public service s . C
board, mlz;.tor'sg showing of legal right to require Ext.rm.slc evu%e:nce relating to bac:kground and
s negoliations with regard to forming a pyl)
performance of such duty, was sufficient and M Lo FE Publig
writ of mandamus would issue. Acts 1953, ¢,  SoTvice district were not admissible In regard'fy
147. State ex rel. McMillion v, Stabl, 1955, 89 f;“;‘";::;"gniiﬁgﬁgzggfgrwg“éfﬁgaﬂ et
S.E.2d 693, 141 W.Va. 233, Mandamus &= 03 ambiguous that distriet was to f ‘Sh'Water’:?é
7. Creation and enforcement of liens cusiomer should require. Berkeley County
Public service district's failure to docket no-  Public Service Dist. v, Vitro Corp. of Americg
tice of lien prior to date purchaser recorded 1968, 162 S.E.2d 189, 152 W.Va. 232, E
deed of trust prevented district from enforcing ~ dence &= 448 : ' '
sewer lien against purchaser. Code, 16-13A-9,
38-10C-1. McClung Investments, Inc. v. Greep 9. Costs ‘
Valley Community Public Service Dist., 1997, Costs of proceeding whereby constitutiorsli
485 S.E.2d 434, 199 W.Va. 490. Municipal of statute authorizing creation of public service
Corporations €= 712(7) districts was tested would not be taxed agaiis
Public service district liens must be docketed  defendant who was chairman of public servics
to be enforceable against purchaser of property  board and who, honestly and in good Ml
for valuable consideration, without notics, though mistakenly, endeavored to perform hig~
Code, 16~13A-9, 38-10C-1. McClung Invest- duty in refusing to sign revenue bonds, and
ments, Inc. v, Green Valley Community Public  each litigant would pay his own costs. Actg
Service Dist., 1997, 485 $.E.2d 434, 199 W.Va, 1953, c. 147, State ex rel. McMillion v, Stali .
490. Gas &= 14.6; Munmicipal Corporations &= 1955, 89 5.E.2d 693, 141 W.Va. 233, Manda:
7127); Waters And Water Courses &= 203{14) muse= 190 ) .

§ 16-13A-1a. Jurisdiction of the public service commission

The jurisdiction of the public service commission relating to public servié? :
districts shall be expanded to include the following powers and such powéxj_’g’

shall be in addition to all other powers of the public service commission sot .
forth in this code: e

(a) To study, modify, approve, deny or amend the plans created under
section one-b of this article for consolidation or merger of public service
districts and their facilities, personnél or administration;

(b) To petition the appropriate circuit court for the removal of a pubh‘g
* service district board member or members; and : T

(c) To create by general order a separate division within the public servi¢

commission to provide assistance to public service districts in technological,
operational, financial and regulatory matters. :

Acts 1986, c. 81.

Library References

Public Utilities e=145. Westlaw Topic No. 317A.
588
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PUBLIC SERVICE DISTRICTS §16-13A~1b

. €1.8. Public Utilities §§ 26 to 32, 159 to 167,
169 to 171, 177 to 173,

Notes of Decisions

in general 1 1995, 464 S.E.2d 777, 195 W.Va, 135, Public
— Utilities &= 123 A '
L. In general Legislature sought to establish in Public Ser-

Statute clearly and enambiguously gives Pub-  Vice Commission (PSC) gcvemmentai_ entity
ic Service Commission (PSC} power to reduce  Which would protect public from unfair r ates
v increase utility rates whenever it finds thar 2nd practices by public utilities and also ensure
- existing rate is unjust, unreasonable, insuffi- that pubh'c' utilities are given competitive return
) diéﬂt. or unjusﬂy disgrimjnatgw or otherwise in  for their stockholders. ‘Code, 24-2-3.- State ex
violation of.any provision of legislation govern- rel. Water Development Authority v. Northern
ing,Commission. Code, 24-1-1 et seq., 24-2-3.  Wayne County Public Service Dist., 1995, 464
jtate ex rel. Water Development Authority v. S.E.2d 777, 195 W.Va, 135. Public Uhilities e=
- Northern Wayne' County Public Service Dist.,  123;- Public Utilities & 129 : :

-§ 1_6—I3A-‘-1b; County commissions to develop plan fo create,

consolidate,
merge, expand or dissolve public service districts ’
Bach county commission shall conduct a study of.all public service districts
which have their principal offices within its county and shall develop a plan
relating to the creation, consolidation, merger, expansion or dissolution of such
districts or the consolidation or merger of management and adminisirative.
services and personnel and shall present such. plan to the public service
commission for approval, disapproval, or modification: Provided, That within
ninety days of the effective date of this section each county commission in this
state shall elect either to perform its own study or request that the public
service cornmission perform such study. Each county commission electing to
perform its own study has one year from the date of election to present ‘such
plan to the public service commission. For each county. wherein the cournty
i the public service commission
shall conduct a study of such county. The public setvice commission shall
establish a schedule for suich studies upon a priority basis, with those counties
perceived to have the greatest need of creation or consolidation’ of pablic
service districts receiving ‘the Highest priority. In establishing the priority
schedule, and in the performiance of each Study, the bureau of public health dnd
he division of environmental protection shall offer their assistarice and tooper-
fion to the public service commissions Upon eompletion by the public service
commission of each study, it shall He submitted to the appropriate county
" commission for review and comuent. Each cotnty commission has six months
it which to review the study conducted by the’ public setvice cornmission,
siggest changes or modifications thereof, and present such plan to the public
rvite commission. All _county plans, whéthier conidiicted by the county
- commission itself or submitted as a result of a public sérvice commission study,
shall, by order, be approved, disapproved or modified by the public service
Dmmission in accordance with rules promulgated by the public service com-
sion and such order shall be implemented by the county commission.

ets 1986, c. 81; Acts 1994, ¢. 61.
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§ 16-13A-1b PUBLIC HEAUTH:

Cross References

Public Service Commission, participation in studies, see § 24-1-1b.

Librai-y References
Counties €=18, 47.
Westlaw Topic No. 104,
C.I.S. Counties §§ 31, 70 to 73.

§ 16-13A-1c. General purpose of districts

Any territory consututmg the whole or any part of one or more commes

the state so situated that the: construction or acquisition by purchase,

otherwise and tire maintenance, operation, improvement and extension ‘g

properties supplying water, sewerage or stormwater services or gas dJSmbutm

services or all of these within such territory, will be conducive to the preserva

tion of the public health, comfort and convenience of such area, may. b%,
constituted .a public service dzstnct under and in. the manner provided by thig

article. The words “public service properties,’ * when used in this article, shall

; meax and include any facility used or to be ‘used for or in connection with:' (1) :
The diversion, development; pumping, impounding, treatment, storage, distriv

bution or furnishing of water to or for the public for industrial, public, pnvat 5

or other uses (herein sometimes referred to as “water fac1ht1es”), (2) thE

collection, treatment, purification or disposal -of liquid or sohd wastes, sewage:

or industrial wastes (herein sometimes referred to as “sewer facilities” on’
“landfills”); (3) the distribution or the furnishing of natural gas to the public::

for industrial, public, private or other uses (herein sometimes referred to as:

“gas utilities or gas system'); or (4) the collection, control or d1sposal of

stormwater (herein sometimes referred to as “stormwater system” or “storms

water systems’ '), or (5) the management, operation, maintenance and contrq] of",_
stormwater and stormwater systerns (herein sometimes referred to as “storm- =

water management program’ or stormwater management programs ). iAs G

used in this article "stormwater systern” or "stormwater systems’ means;a,
stormwater. system in its entirety or any integral part thereof used to coi.lect,r ;

control or dispose of stormwater, and includes all facilities, structures and,:’

natural water courses used for collecting. a.nd conductmg stormwater fg,..

through and from drainage areas to the points of final outlet including, but not 5

limited to, any and all of the following:. Inlets, conduits, outlets, channel -

ponds, drainage easements, water quality facilities, _catch bastns, chtches,J ;

streams, gulches, flumes, culverts, siphons, retention or detention basins, da.ms,, 5
floodwalls, plpes, flood control systems lemes and pumping stauons Prowde&,

owned or operated by the West Virginia dunswn of highways As used in this
artlcle ‘stormwater management program”’ or “stormwater ma_nagement' '0
grams” means those activities associated with the management, opera I, .
maintenance and control of stormwater and stormwater systeras, and mcludes, .
but is not limited to, public education, stormwater and surface runoff waté)
quality improvement, mapping, planning, flood control, inspection, enforce:
590




PUBLIC SERVICE DISTRICTS § 16-13A-2

ment and any other activities required by state and federal law: Provided,
however, That the term “stormwater management program’’ or “‘stormwater
management programs” does not include those activities associated with the
management, operation, maintenance and control of highways, road and drain-
age easements, or stormwater facilities constructed, owned or operated by the
est Virginia division of highways without the ‘express agréement of the
commissioner of highways. _ _ '
Acts 1986, c. 81; Acts 2002, c. 272, ff. 90 days after March 9, 2002,

Library References
Counties =18, CJ.3. Counties § 31.
©Gas €212, C.JS. Gas §§ 43 to 45,

* Municipal Corporations =5, 6. s ,
- Waters and Water Courses €=183.5. CJ.5. Municipal Corporations § 1.

- Westlaw Topic Nos. 104, 190, 268, 403, - CJ.8. Waters 5§ 483, 543 to 581.

- § 16~13A-2. Creation of districts by county commission; enlarging, reduc-

- ing, merging, or dissolving district; consolidation; agree-
ments, etc.; infringing upon powers of county commission;
filing list of members and districts with the Secretary of
State

. (@) The county commission of any county may propose the creation, enlarge-
ment, reduction, merger, dissolution, or consolidation of a public service
. district by any of the following methads: (1) On its own motion by order duly,
adopted, {2) upon the recornmendation of the Public Service Commission, or
(3) by petition of twenty-five percent of the registered voters who reside within
the limits of the proposed public service district within one or more counties.
The petition shall contain a description, including metes and botunds, sufficient
to identify the territory to be embraced therein and the name of such proposed
district: Provided, That after the effective date of this section, no new public
 service district shall be created, enlarged, reduced, merged, dissolved or consol-
. idated under this section without the written consent and approval of the Public
-Service Commission, which approval and consent shall be in accordance with
tules promulgated by the Public Service Commission and may only be request-
e{d after consent is given by the appropriate county commission or comrmissions

pursuant to this section. Any territory may be included regardless of whether
‘or not the territory includes one or more cifies, incorporated towns or other,
municipal corporations which own and operate any public service properties
and regardless of whether or not it includes one or more cities, incorporated
“towns or other municipal corporations being served by privately owned public

.service properties: Provided, however, That the same territory shall not.be
included within the boundaries of more than one public service district except
~where the territory or part thereof is -included within the boundaries of a

separate public service district organized to supply water, sewerage services,

-Stormwater services or gas facilities not being furnished within such territory or
Part thereof: Provided further, That no city, incorporated town or other munici-
pal corporation shall be inchided within the boundaries of the proposed district
591
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except upon the adoption of a resolution of the governing body of the gy
incorporated town or other municipal corporation consenting,

(b) The petition shall be filed in the office of the clerk of the con
commission of the county in which the territory to comstitute the Propud:
district is situated, and if the territory is situated in more than one county, thet“;?g

the petition shail be filed in the office of the clerk of the COURy commissicy gL

the county in which the major portion of the territory extends, and g colﬁ’fgt
thereof (omitting signatures) shall be filed with each of the clerks of the cmm‘fyftﬁ
commission of the other county or counties into which the territory extends !§
The clerk of the county commission receiving such petition shall present it 355
the county commission of the county at the first regular meeting after the filins |
or at a special meeting called for the consideration thereof. o

{c) When the county commission of any county enters an order on its owg 3
motion proposing the creation, enlargement, reduction, merger, dissolution
consolidation of a public service district, as aforesaid, or when a petition for
creation is presented, as aforesaid, the county commission shall at fhe S
session fix a .date of hearing in the county on the creation, enlargement
reduction, merger, dissolution .or consolidation of the proposed public service
district, which date so fixed shall be not more than forty days nor less thap
twenty days from the date of the action. Within ten days of fixing the date of
hearing, the county commission shall provide the Executive Secretary of the -
Public Service Commission with a copy of the order or petition and notificati;
of the time and place of the hearing to be held by the county commission,"
the territory proposed to be included is situated in more than cne county, th
county commission, when fixing a date of hearing, shall provide for notifyin;
the county commission and clerk thereof of each of the other counties int
which ‘the ‘territory extends of the date so fixed The clerk of the connty
comumission of each county in which any territory in the proposed pub]iif ;
service district is located shall cause notice of the hearing and the time and
place thereof, and setting forth a description of all of the territory proposed 10,
be'included therein to be given by publication as a Class I legal advertisemer
in compliance with the provisions of article thiee, chapter fifty-nine of this
code, and the publication area for the publication shall be by publication in -
each city, incorporated town or municipal corporation if available in eac}g

county in which any territory in the proposed public service district is located.
The publication shall be at least ten days prior to the hearing.

(d) In all cases where proceedings for the creation, enlargement, reduction;.
merger, dissolution or consolidation of the public service districts are initiated: -
by petition as aforesaid, the person filing the petition shall advance or satisfacs
torily indemnify the payment of the cost and expenses of publishing the hearing
notice, and otherwise the costs and expenses of the notice shall be paid in the
first instance by the county commission out of contingent funds or any other:
funds available or made available for that purpose. In addition to the notice: g
required herein to be published, there shall also be posted in at least five; .
conspicucus places in the proposed public service district, a notice containing:
) 592 3
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'HLIC SERVICE DISTRICTS § 16-13A-2

t,¢.same information as is contained in the published notice. The posted
‘b‘ﬁces shall be posted not less than ten days before the hearing. ‘

) All persons re51dmg in or owning or having any interest in- preperty in the
osed public service district shall have an opportuhity to be heard for and
its creatior, enlargement, reduction, merger, dissolution or consolida-
At the hearing the county commission before which the hearing is
eted shall consider and determine the feasibility of the creation, enIarge-
reducnon merger, dissolution or consolidation of the proposed district.

unty commission determines that the constriction or acquisition by
ase or otherwise and maintenance, operation, improvement and exten-
of public service properties by the public service district will be conducive
“the preservatlon of public health, comfort and convenience of such area, the
ounty commission shall by order create, enlarge, rediice, merge, d1ssoIve or
blidate such public servicé district. If the ¢ounty comrnission, after due
sideration, determines that the propesed district will' not be conducive 'tg
Gé preservatlon of public health, comfort or convenience of the area or that the
reation, enlargement, reduction, merger, dissolution or consohdatlon of the
roposed district as set forth and described in the petxtlon ‘or order is ot
easible, it may refusé to enter an order creating the district or it may enter an
er amending the description of the proposed district and creats; enlarge,
tduce, merge, dissolve or ¢onsolidate the district as a.mended

(B If the county commission determmes that any other pubhc service, dlstnct
"or, districts can adequately serve the area of the proposed public service district,
.w‘]:xether by enlargement reduction, merger, dissolution or consolidation, it
‘hall refuse to enter the order, but shall enter an order creating, enlargmg,
‘reducing, merging, dissolving or consolidating the area with an existing public
service district, in accordance with rules adopted by the Public Service Com-
-mission for such purpose: Provided, That tio enlargement of a public service
irict may occur if the present or proposed physical facilities of the public
service district are determined by the appropriate county comunission or the
Public Service Commission to be inadequate to provide such enlarged service.
. The clerk of the county commission of each county into which any part of such
-district extends shall retain in his office an authentic copy of the order creatizig,
-cntarging, reducing, merging, dissolving or conselidating the district: Provided,
however, That within ten days after the entry of an order creating, enlarging,
reducing, mergmg, dissolving or consolidating a district, such order must be
filed for review and approval by the Public Service Commission. The Public
ervice Commission ray provide a hearing in the affected county on the matter
4nd may approve, reject or modify the order of the county commission if it
finds it is in the best interests of the public to do so. The Public. Service
Commission shall adopt rules relating to such flings and the approval, disap-
Proval or modification of county commission orders for creating, enlarging,
merging, dissolving or comsolidating districts. The provisions of this section
$hall not apply to the implementation by a county commission of an order
Sued by the Public Service Commission pursuant to this section and section
fine-b, of this article.
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(g) The county commission may, if in its discretion it deems it Necessaf
feasible and proper, enlarge the district to include additional areas, reducé;; :
area of the district, where facilities, equipment, service or materials have. ;5
been extended, or dissolve the district if inactive or create or consolidate m}&'_o 3
more such districts. If consolidation of districts is not feasible, the¢aiig
comumission may consolidate and centralize management and adm-iﬁisfraﬁoq
districts within its county or multi-county area to achieve efficiency of ook
tions: Provided, That where the county commission determines on 1t50§&3

5 ¥
motion by order entered of record, or there is a petition to enlarge the dlsiii‘%t%g

merge and consolidate districts, or the management and administration ths;3%
of, reduce the area of the district or dissolve the district if inactive, all of%i"&
applicable provisions of this article providing for hearing, notice of hearing and :
approval, by the Public Service Commission shall apply. The Comﬂﬁssién?éﬁ_a}“fi
at all times attempt to bring about the enlargement or merger of existing public
servige districis in order to provide increased services and to climinate the neag.:
for creation of new public service districts in those areas which are_nof .
currently serviced by a public service district: Provided, however, That Whers
two or more public service districts are consolidated pursuant to this section. -
any rate differentials may continue for the period of bonded indebtedness -
incurred prior to consclidation. The districts may not cnter into any agreg.
ment, contract or covenant that infringes upon, impairs, abridges or usurps the
duties, rights or powers of the county commission, as set forth in this article, or
conflicts with any provision of this article. ' T
- (h) Alist of all districts and their cixrent board members shall be filed by the
county commission with the Secretary of State and the Public Service Cominis-
sion by the first day of Tuly of each year. i
Acts 1953, c. 147; Acts 1965, c. 134;. Acts 1967, c. 105; Acts 1975, c. 140; Acts 1980, ¢,
60; Acts 1981, c. 124; Acts 1986, ¢. 8]; Acts 1995, c. 125, eff. 90 days after March 1,
1995; Acts 2002, c. 272, eff, 90 days after March 9, 2002; Acts 2005, c. 195, eff. 90 days
after April 9, 2005. : i o7

Librafy References

Counties €247, : C.1.8. Counties §8 70 to 73.

Municipal Corporations =6, CJ3.8. Municipal Corporations § 1.
‘Westiaw Tapic Nos. 104, 268.

Notes of Decisions

Costs 6 ter and sewerage services, clearly defines object
Creation of public service districis 2 and purposes of act and powers of governing
District boundaries 3 ] board, and is sufficient to meet constitutional
Natice of hearing 4 requirements, Acts 1953, c. 147; Const. art. 6,
Number of voters within district § §30. State ex rel. MeMillion v. Stahl, 1955, 49
Referendum 7 S.E.2d 693, 141 W.Va. 233. Statutes €= 123(3);
Validity 1 Statutes @ 123(5) . -

dlsStatute authorizing creation of public service

: - istricts . in i i LN

1. Validity tricts does not, in so far as it requires County

Court to define territory to be included in public

Title of act authorizing creation of public ser-  service district and appoint a board to govern
vice districts in conhection with acquisition, same in first instance, involve unconstitutional
construction, maintenance, operation, improve-  delegation of judicial functions to the County
ment and extension of properties supplying wa-  Court, Acts 1953, c. 147; Const. art. 8, § 24.
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te ex rel. McMillion v, Stahl, 1955, 86 S.E.2d
43, 141 W.Va. 233. Constitutional Law &=
5#355; Municipal Corporations &= 4

Creation of public service districts
7 ere notice, hearing and order with respect
Kréreation of piiblic service-district considered
anly the question of furnishing water, such dis-
¢t was created only for the purposes of fur-
shing water services, and had no power to
condemn real estate for sewerage facilities.
Code, 16-13A-1, 16-13A-2. Canyon Public Ser-
vice Dist. v. Tasa Coal Co., 1973, 195 S.E.2d
447,7156 W.Va, 606. Eminent Domain &= 32
Where public service district was created for
purpose of furmishing water services, county
court Biad authority to add sewerage services to
the facilities of the district under appropriate
proceedings. Code, 16~13A-2. Canyon Public
Service Dist. v. Tasa Coal Co., 1973, 1925 8.E.2d

Statute authorizing creation of public service
districts confers upon public service board au-
thority to create mortgage lien on the property
of public service district, and action of legisla-
tre conferring such anthority was within the

zislafure’s poiver. *Acts 1953, ¢. 147; Const
art. 10, § 8. State ex rel. McMillion v. Stahl,

" pal Corporations €= 222; Municipal Corpora-
- tions &= 225(1)

" 3. District boundaries K

“Public service district statute that allowed
" dounty commission to designate . district’s
~ boundaries did not also empower commission
- to make service territories exclusive, displacing
. Public Service Commission’s (PSC) authority to
- determine service rights. Code, 16-13A-2.
Berkeley County Public Service Sewer Dist. v.
West Virginia Public Service Com'n, 1998, 512
“S,E2d 201, 204 W.Va. 279. Counties &= 47

4. Notice of hearing

Provisions of statute, with respect to creation
of public service districts, which relate to the
filing of the petition or motion of the county
court, the description of the territory to be em-
braced, and like provisions are mandatory; but,
despite use of the word “shall,” the require-

; 1955, 89 5.E.2d 693, 141 W.Va. 233, Munici-.

§ 16-13A-3

ments for posting and publication of notice and
the time of setting the hearing are directory and
require only substantia] compliance. Code,
16-13A-2. Canyon Public Service Dist. v. Tasa
Coal Co., 1973, 195 S.E.2d 647, 156 W.Va. 606.
Municipal Corporations ¢= 12(3); Municipal
Corporations €= 12(6) -

Though record with respect to creation of
public service district was silent with respect to
posting of notice of hearing and as to whether
hearing was not more than 40 nor less than 20
days after bis fixing the date for hearing as
provided by statute, there was substantial com-
pliance with statute where hearing was set some
tme prior to the date of the hearing, thére was
publication of notice more thar ten days prior
to the date of the hearing as required, and there
were no objections either before, during or after
the hearing to the creation of the district or-fo
the procedures employed in its creation. Code,
16-13A-2. Canyon Public Service Dist. v. Tasa
Coal Co., 1973, 195 S.E.2d 647, 156 W.Va. 606.
Municipal Corporaticns €= 12(6)

5. Neumber of voters within district

Public service district was not void because
there were not 100 legal voters owning property
within the disirict. Code, 16-13A-2. Canyon
Public Service Dist. v. Tasa Coal Co., 1973, 195
S.E.2d 647, 156 W.Va. 606. Municipal Corpo-
rations &= 6 .

6. Costs

Costs of proceeding whereby constitutionality
of statute authorizing creation of public service
districts was tested would not be taxed against
defeadant who was chairman of public service
board and who, honestly and in good fajth,
though mistakenly, endeavored to perform kis
duty in refusing to sign revenue bonds, and
each litigant would pay his own costs. Acts
1953, c. 147. State ex rel. McMillion v. Stahi,
1955, 8% S.E.2d 693, 141 W.Va. 233. Manda-
mus €= 190

7. Referendum i

A public service district, once created by
county court, not subject to referendum on issue
to continue or be abolished. 52 W.Va, Op.Atty.
Gen. 33 (August 11, 1966) 1966 WL 27428,

§ .16-13A-3. District to be a public corporation and political subdivision;
: powers thereof; public service boards

From and after the date of the adoption of the order creating any public
Service district, it is a public corporation and political subdivision of the state,
but without any power to levy or collect ad valorem taxes. Each district may
acquire, own and hold property, both real and personal, in s corporate name,
and may sue, may be sued, may adopt an official seal and may enter into
595




§ 16-13A-3 PUBLIC HEALf

contracts necessary or incidental to its purposes, including contracts with A
tity, incorporated town or other municipal corporation located within %
without its boundaries for furnishing wholesale supply of water for the distri
tion system of the city, town or other municipal corporation, or for furms}n51
stormwater services for the city, town or other municipal corporation,

contract for the operation, maintenance, servicing, repair and extension of an
properties owned by it or for the operation and improvement or extensmnb
the district of all or any part of the existing municipally owned public serv{cg,
properties of any city, incorporated town or other municipal corporatis
included within the district: Provided, That no contract shall extend beyon
maximum of forty years, but provisions may be included therein for a rene
or suceessive renewals thereof and shall conform to and comply with the righ
of the holders of any outstanding bonds issued by the municipalities for ths
public service properties. .

‘The powers of each public service district shall be vested in and exercised by,
a public service board consisting of not less than three members, who shall:-b
persons residing within the district, who possess certain educational, busmess
or work experience which will be conducive to operating a public semce
district. Each board member shall, within six months of taking office, succes
fully complete the training program to be established and administered by th
public service commission in conjunction with the division of envzronmental
protection and the bureau of public-health. Board members shall tiot be oF -
become pecuniarily interested, directly or indirectly, in the proceeds of any,
contract or service, or in furnishing any supplies or materials to the district nor, -
shall a former board member be hired by the district in any capacity within &
minimum of twelve months after board member’s term has expired or such -
board member has resigned from the district board. The members shall be‘};'
appointed in the following manner: :

Each city, incorporated town or other municipal corporation having '} a_ :
population of more than three thousand but less than eighteen thousand s
entitled to appoint one member of the board, and each city, incorporated towr |
or other municipal corporation having a population in excess of eighteen -
thousand shall be entitled to appoint one additional member of the board for
each additional eighteen thousand population. The members of the boar(l -
representing such cities, incorporated towns or other municipal corporanons
shall be residents thereof and shall be appointed by a resolution of the
governing bodies thereof and upon the filing of a certified copy or copies of the'
resolution or resolutions in the office of the clerk of the county commission
which entered the order creating the district, the persons so appointed become
members of the board without any further act or proceedings. If the number of
members of the board so appointed by the governing bodies of cities, incorpo-
rated towns or other municipal corporations included in the district equals or.
exceeds three, then no further members shall be appointed to the board and the °
members so appointed are the board of the district except in cases of merger or:

consolidation where the number of board members may equal five.
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.If no city, incorporated town or other municipal corporation having a
opulation of more than three thousand is included within the district, ther the
‘county commission which entered the order creating the district shall appoint
“three members of the board, who are persons residing within the district and
residing within the state of West Virginia, which three members become
members of the board of the district without any further act or proceedings
‘except in cases of merger or consolidation where the number of board mem-
pers may equal five.

. If the number of members of the board appointed by the governing bodies of
cities, incorporated towns or other municipal. corporations included within the
district is less than three, then the county commission which entered the order
creating the district shall appoint such additional member or members of the
board, who are persons residing within the district, as is necessary to make the
number of members of the board equal three except in cases of merger or
consolidation where the mumber of board members may equal five, and the
member or members appointed by the governing bodies of the cities, incorpo-
fated towns or other municipal corporations included within the district and
the additional member or members appointed by the county .commission as
aforesaid, are the board of the district. A person may serve as a member of the
board in ene or more public service districts.

" The population of any city, incorporated town or other municipal corpora-

. tion, for the purpose of determining the number of members of the board, if
any, to be appointed by the governing body or bodies thereof, is the population

* stated for such city, incorporated town or other municipal corporation in the
last official federal census, o .

Notwithstanding any provision of this code to the contrary, whenever a
district is consolidated or merged pursuant to section two of this article, the
terms of office of the existing board members shall end on the effective date of
. the merger or consolidation. The county commission sha]l appoint a new board
according to rules promulgated by the public service commission. Whenever
districts are consolidated or merged no provision of this code prohibits the
expansion of membership on the new board to five.

The respective terms of office of the members of the first board shall be fixed
by the county commission and shall be as equally divided as may be, that is
approximately one third of the members for a term of two years, a like number
for a term of four years, the term of the remaining member or members for six
years, from the first day of the month during which the appointments are made.
The first members of the board appointed as aforesaid shall meet at the office of
the clerk of the county commission which entered the order creating the district
as soon as practicable after the appointments and shall qualify by taking an
oath of office: Provided, That any member or members of the board may be
removed from their respective office as provided in section three-a of this
article. : :

.. Any vacancy shall be filled for the unexpired term w:tthmtlnrty days,
otherwise successor members of the board shall be appointed for terms of six
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years and the terms of office shall continue until successors have been appoihg
ed and qualified. All successor members shall be appointed in the same Mange
as the member succeeded was appointed. The district shall provide to;
public service commission, within thirty days of the appointment, the followjy
information: The new board member’s name, home address, home and ofﬁ}_l@
phone numbers, date of appointment, length of term, who the new mem}

The board shall organize within thirty days following the first appointmeng
and annually thereafter at its first meeting after the first day of January of eagh
year by selecting one of its members to serve as chair and by appointing,;
secretary and a treasurer who need not be members of the board. The secretary
shall keep a record of all proceedings of the board which shall be available fy
inspection as other public records. Duplicate records shall be filed with th
county commission and shall include the minutes of all board meetings. The
treasurer is lawful custodian of all funds of the public service district and shgli
pay same out on orders authorized or approved by the board. The secretaty and !
treasurer shall perform other duties appertaining to the affairs of the districi
and shall reccive salaries as shall be prescribed by the board. The treasuper ™

shall furnish bond in an amount to be fixed by the board for the use and benefit
of the district,

The members of the board, and the chair, secretary and treasurer theredf;
shall make available to the county commission, at all times, all of its books and ¢
records pertaining to the district’s operation, finances and affairs, for inspec; ..
tion and audit, The board shall meet at least monthly. ' _ .
Acts 19533, c. 147; Acts 1965, ¢. 134; Acis 1971, c. 72; Acts 1981, c. 124; Acts 1983,.%

166; Acts 1986, c. 81; Acts 1994, c. 61; Acts 1997, c. 159, eff. 90 days after April 12,
1997; Acts 2002, c. 272, eff, 90 days after March 9, 2002 :

Law Review and Journal Commentaries

The Scope of Title Examination in West Virgi-  nition of purchase money mortgage priority i
nia: Can Reasonable Minds Differ? John W. West Virginia. Abraham M. Ashton, 107 W. Vai
Fisher, IT, 98 W. Va. L. Rev. 443 {1996), L. Rev, 525 (2005). :

“Yes, West Virginia, there is a special priority
for the purchase money mortgage:” The recog-

Library References
Counties =18, C.I.5. Counnties § 31.

Municipal Corporations &=6. C.J.5. Municipal Corporations § 11. S
Westlaw Topic Nos. 104, 268. SRR

Notes of Decislons T

In general | Tort Claims Act 7 v
Criminal responsibility of members 5 —— B
Ministerial officers, generally 3

i. In general T
Removal of members 4 Board members of the Mt. Zion Public Ser-
Sale of water 6

vice District cannot be compensated for per-
Standard of care 2 forming the duties of treasurer and/or secretary
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for the Mt Zion Public Service District; fur-
thermore, a board member may not be compen-
sated for reading meters for the Mt. Zion Public
Service District. 63 W.Va. Op Atty.Gen. 2 (July
14, 1988) 1988 WL 483329,

- 2. Standard of care

Public service district owes duty of reasonable

e to avoid damage to property of others with
‘respect to maintenance of water lines.
» McCloud v, Salt Rock Water Public Service
Dist., 2000, 533 S.E.2d 679, 207 WVa, 453,
" Waters Arid Water Courses &= 205

‘3. Ministerial officers, generally

" Public policy of West Virginia, as evidenced
by statute making it wnlawful for county or
district board member or officer to be or be.
come pecuniarily interested in proceeds of any
contract or service over which he might have
&ny voice, influence, or control, is not divected
against actual fraud or collusion but is for pur-
pose of preventing those acts and eliminating
any opportunity therefor, and purpose of statute
is to protect public funds and give official recog-
nition to fact that person cannot properly repre-
sent public in transacting business with himself,
Code, 61-10-15. State v. Neary, 1987, 365
SEz2d 395, 179 W.Va. 115. Courts &= 55;
Judges & 21

member’s removal.

8§ 16<13A-3a

4. Removal of members

Public Service District board member can be
removed by majority vote of registered voters,
31 WVa. OpAty.Gen. 564 (November 10,
1965) 1965 WL 92492,

5. Criminal responsibility of members

County commissioner’s conviction for being
or becoming pecuniarily interested in contract
over which he might have some voice or inftu-
ence was supported by evidence of his coniiri
ued performance of contract maintenance work
for public service district after his election to
commission. Code, 61-10-15. State v. Neary,

1987, 365 8.E.2d 395, 179 W.Va. 115. Counties
&= 60 '

6. Sale of water

Public Service Districts may sell,” at whole-
sale, bulk water to other municipal corpora-
tons. 51 W.Va. Op.Atty.Gen. 739 (March 18,
1966) 1966 WL 87469,

7. Tort Claims Act

Tort Claims Act’s protectiori extended to pub-
ke service districts, under the Act’s definition of
political subdivision, which included the term
"public service districts,” despite general ‘au-
thorization for public service districts to “sue
and be sued,”in the Public Health statutes, Zir
Ide v. Elkins Road Public Service Dist.; 2007,
635 8.E.2d 155. Waters And Water Courses &=
183.5 v :

§ 16-13A-3a. Removal of members of public service board

' The county commission or the public service commission or any other
appointive body creating or establishing a public service district under the
provisions of this article, or any group of five percent or more of the customers
of a public service district, may petition the circuit court of the county in which
the district maintains its principal office for the removal of any member of the
governing board thereof for consistent violations of any provisions of this
_ article, for reasonable cause which includes, but is not limijted to, 'a continued
failure to attend meetings of the board, failure to diligently pursue the objec-
tives for which the district was created, or fajlure to perform any other duty
either prescribed by law or required by a final order of the public service
tommission or for any malfeasance in public office. Any board member
charged with a violation under this section who offers a successful defense
against such charges shall be reimbursed for the reasonable costs of such
defense from district revenues. Such costs shall be considered as costs associ-
ated with rate determination by the public service district and the public
Service commission. ¥ the circuit court judge hearing the petition for removal
finds that the c¢harges are frivolous in nature, the judge may assess all or part of
the court costs, plus the reasonable costs associated with the'board member’s
defense, against the party or parties who petitioned the court for the board

Acts 1963, ¢, 75; Acts 1971, c. 72; Acts 1981, c. 124; Acts 1986, c. 81.
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Library References

Counties ¢&=45,
Public Utilittes =145,
Westlaw Topic Nos. 104, 317A.

Notes of Decisions

Criminal responsibility of merbers 1
Ministerial officers, generally 2
Sufficiency of evidence 3

1. Criminal responsibility of members

Upon becoming member of county commis-
sion, person who is pecuniarily interested in
proceeds of any contract or service with puhlic
service district violates criminal conflict of jn-
terest statute; by virtue of that position, that
person has some voice, influence, or .control
over contintation of contract. Code, 61~10-15.
State v, Neary, 1987, 365 S.E.2d 385, 179
W.Va. 115. Counties & 460

2, Ministerial officers, generally

Public policy of West Virginia, as evidenced
by statute making it unlawful for county or
district board member or officer to be or be-
come pecuniarily interested in proceeds of any
contract or service over which he might have
any voice, influence, or control, is not directed
against actual fraud or collusion but is for pur-
pose of preventing those acts and eliminating
any opportunity therefor, and prrpose of statute

PUBLIC HEALT

C.1.5. Counties § 67,

C.1.8. Public Utilities §§ 26 to 32, 159 14 167
169 to 171, 177 10 178. T

is to protect public funds and give official rechg
nition to fact that person cannor properly repra
sent public in transacting business with himsejf -
Code, 61-10-15. State v. Neary, 1987, 385 -
S.E.2d 395, 179 W.Va. 15, Courts &= g5,
Judges &= 21 L

3. Sufficiency of evidence s
County commissioner’s conviction for being
or becoming pecuniarily interested in contract -
over which he might have some voice or inflr. "
ence was supported by evidence of his.con
ued performance of contract maintenance wock
for public service district after his election i
commission. Cade, 61-10-15.  State v. Neary'
1987, 365 5.E.2d 395, 179 W.Va, 115, Couni
& 60 i
Conflict of interest indictment against county
commissioner was sufficient even though it did -
not characterize cornmissioner’s interest as pe:
cuniary, and commissioner was not entitled to
bill of particulars. Code, 61-10-15. State-v;
Neary, 1987, 365 S.E.2d 395, 179 W.va, 115
Counties & &0

§ 16-13A-4. Board chairman; members’ compensation; procedure; dis-

" triet name

() The chairman shall preside at all meetings of the board and may vote a_;;

any other member of the board. If the chairman is absent from any meeting,
the remaining members may select 2 temporary chairman and if the member
selected as chairman resigns as such or ceases for any reason to be a member

of the board, the board shall select one
until the next annual organization meetin

(b) Salaries of the board members are:

of its members as chajrman to serve,

g.

(1) For districts with fewer than six hundred customers, up to seventy-ﬁgé
dollars per attendance at regular monthly meetings and fifty dollars "p¢1':
attendance at additional special meetings, total salary not to exceed fifteen

hundred dollars per annum;

(2) For districts with six hundred customers or more but fewer than two
thousand customers, up to .one hundred dollars per attendance at regular
monthly meetings and seventy-five dollars per attendance at additional special

meetings, total salary not to exceed two thousand five hundred fifty dollars per

anaum,

(3) For districts with two thousand customers or more, up to one hundred
twenty-five dollars per attendance at regular monthly meetings and seventy-five
600
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PUBLIC SERVICE DISTRICTS § 16-13A-4

dollars per attendance at additional special meetings, total salary not to.exceed
three thousand seven hundred fifty dollars per annum; and :

-(4) For districts with four thousand or more customers, up to one hundred
fifty dollars per attendance at regular monthly meetings and oné hundred
dollars per attendance at additional special meetings, total salary not to exceéd
five thousand four hundred dollars per annum. ' T '

‘The public service district shall certify the number of customers served to the
Public Service Commission beginning on the first day of J uly, one thousand
nine hundred eighty-six, and continue each fiscal year thereafter.

.+{¢) Public service districts selling water to other water utilities for resale may
adopt the following salaries for its board members:

" (1) For districts with annual revenues of less than fifiy thousand dollars, up
to seventy-five dollars per attendance at regular monthly meetings and fifty
dollars per attendance at additional special meetings, total salary not to exceed
fifteen hundred dollars per annum;

(2) For districts with annual revenues of fifty thousand dollars or more, but
less than two hundred fifty thousand dollars, up to one hundred dollars per
attendance at regular monthly meetings and seventy-five dollars per attendance
at special meetings, total salary not to exceed two thousand five hundred fifty
dollars per annum; ' : :

(3) For districts with annual revenues of two hundred fifty thousand dollars
or more, but less than five hundred thousand dollars, up to one hundred
twenty-five dollars per attendance at regular monthly meetings and seventy-five
dollars per attendance at additional special meetings, total salary not to exceed
three thousand seven hundred fifty dollars per annum; and ;

{#) For districts with annual revenues of five hundred thousand dollars or
more, up to one hundred fifty dollars per attendance at regular: monthly
meetings and one hundred dollars per attendance at additional special meet-
ings, total salary not to exceed five thousand four hundred dollars per anniun.

The public service district shall certify the number of customers served and
its annual revenue to the public service commission beginning on the first day
of July, two thousand, and continue each fiscal year thereafter..

{d) Board rmembers may be reimbursed for all reasonable and necessary
expenses actually incurred in the performance of their duties as provided for by
the rules of the board.

(. (e) The board shall by resolution determine its own rules of procedure, fix
©  the time and place of its meetings and the manner in which special meetings
.+ may be called. Public notice of meetings shall be given in accordance with
section three, article nine-a, chapter six of this code. Emergency meetings may
be called as provided for by said section. A majority of the members constitut-
ing the board also constitute a quorum to do business. :

() ‘The members of the board are not-personally liable or responsible for any
obligations of the district or the board, but are answerable only for willful
: 601




§ 16-13A-4 PUBLIC HEA7T;

misconduct jn the performance of their duties. The county commission whi
created a district or county commissions if more than one created the distrigy
may, upon written request of the district, adopt an order changing the officig
name of a public service district: Provided, That such name change will not.
effective until approved by the public service commission of West Virginia ang
the owners of any bonds and notes issued by the district, if any, shall ha

consented, in writing, to the name change. If a district includes territory
located in more than one county, the county commission or county comrnj

sions changing the name of the district shall provide any county commissiog
into which the district also extends with 2 certified copy of the order changiny |
the name of the district. The official name of any district created under the *
provisions of this article may contain the name or narnes of any city, incorpo: %
rated town or other municipal corporation included therein or the name of any :
county or counties in which it is located. o
Acts 1953, c. 147, Acts 1981, c. 124; Acts 1986, c. B1; Acts 1997, c. 159, eff. 90 days

after April 12, 1997; Acts 2000, c. 199, eff. 90 days after March 11, 2000; Acis 2005, ¢,
196, eff. 90 days after April 8, 2005.

Library References

Counties €=68, 37, C.J.8. Counties 88 107 to 118, 128.

Municipal Corporations ¢=161, C.J.5. Municipal Corporations 88 372 to 39é.
Westlaw Topic Nes. 104, 268, }

Notes of Decisions

In general 1 forming the duties of treasurer and/or secretary
for the Mt. Zion Public Service District; fur-
thermore, a beard member may not be compen-

1. In general sated for reading meters for the Mt. Zion Public -

Board members of the Mt. Zion Public Ser  Service District, 63 W.Va. Op.Atty.Gen. 2 (July

vice District cannot be compensated for per- 14, 1988) 1988 WL 483320,

§ 16-13A-5. General manager of board

The board may employ a general manager to serve = term of not more than
five years and until his or her successor is employed, and his or her compensa-
tion shall be fixed by resolution of the board. Such general manager shall
devote all or the required portion of his or her time to the affairs of the district
and may employ, discharge and fix the compensation of all employees of the
district, except as in this article otherwise provided, and he or she shall
perform and exercise such other powers and duties as may be conferred upon
him or her by the board. )

Such general manager shall be chosen without regard to his or her political
affiliations and upon the sole basis of his or her administrative and technical
qualifications to manage public service properties and affairs of the district and
he or she may be discharged only upon the affirmative vote of two thirds of the
board. Such general manager need not be a resident of the district at the time
he or she is chosen. Such general manager may not be a member of the board
but shall be an employee of the board.

The board of any public service district which purchases water, sewer or
stormwater service from a municipal water, sewer or stormwater system or
602
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griother public service district may, as an alternative to hiring its own general
manager, elect to permit the general manager of the municipal water, sewer or
tormwater system or public service district from which such water, sewer or
tormwater service is purchased provide professional management to the
dlstnct if -the appropriate municipality or public service board agrees to

" Kets 1953, ¢. 147; Acts 1981, c. 124; Acts 1986, c. 81; Acts 2002, c. 272, eff. 90 days
" after March 9, 2002,

Library References

Counties €65, 68.
Municipal Corporations €=149, 161.
‘Westlaw Topic Nos. 104, 268.

C.).8. Counties §§ 101 to 103, 107 10 118,

C.J.S. Municipal Corporations §§ 36} to 366,

368, 372 to 390.

8§ 16-13A-6. Employees of board -

The board may in its discretion from time to time by resolution passed by a
majority vote provide for the employment of an attorney, fiscal agent, one or
more engineers and such other employees as the board may determine neces-
sary and expedient. - The board shall in and by such resolution fix the term of
empleyment and compensation and prescribe the duties to be performed by
such employees. .

Acts 1953, c. 147; Acts 1981, c. 124,

Library References

C.J.5. Municipal Corporations 5§ 361 to 366,
368, 372 to 405.

Counties €63, 68, 87.

Municipal Corporations €149, 161, E'TO

Westlaw Topic Nos. 104, 268.

C.J.5. Counties §8 101 to 103, 107 to 118,
128.

§ “16~13A~7. Acquisition and operation of district properties

“The board of such districts shall have the supervision and contro! of all public
service properties acquired or cunstmcted by the district, and shall have the
power, and it shall be its duty, to maintain, operate, extend and improve the
same, including, but not limited to, those activities necessary to comply with all
federal and state requirements, including water quality improvement activifies.
All contracts involving the expenditure by the district of more than fifteen
thousand doilars for construction work or for the purchase of equipment and
improvements, extensions or replacements, shall be entered into only after
notice jnviting bids shali have been published as a Class I legal advertisement
in compliance with the provision of article three, chapter fifty-nine of this code,
and the publication area for such publication shall be as specified in section
two of this article in the county or counties in which the district is located. The
publication shall not be less than ten days prior to the making of amy such
contract. To the extent allowed by law, in-state contractors shall be given first
priority in awarding public service district contracts. It shall be the duty of the
board to ensure that local in-state labor shall be utilized to the greatest extent
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possible when hiring laborers for public service district construction or majygA
nance repair jobs. It shall further be the duty of the board to enCoum e
confractors to use American made products in their construction to the extq,
possible. Any obligations incurred of any kind or character shall not in g}
event constitute or be deemed an indebtedness within the meaning of any ofy)
provisions or limitations of the constitution, but ail such obligations sha]
payable solely and only out of revenues derived from the operation of the py|
service properties of the district or from proceeds of bonds issued as hereinafi;
provided. No continuing contract for the purchase of materials or supplies.
for furnishing the district with electrical energy or power shall be entered iy
for a longer period than fifteen years.

Acts 1953, c. 147; Acts 1957, c. 105; Acts 1981, c. 124; Acts 1982, ¢. 24; Acts 19867

81; Acts 1997, ¢, 159, eff. 90 days after April 12, 1997; Acts 2002, ¢, 272, eff. 90°g
after March 9, 2002, o OB

Library References

Counties €=107, C.1.8. Counties § 147. T

;&tg;ici%ati Corporaiiiigus =711 C.I.8. Municipal Corporations § 1535, oy
ublic Wtilites &=114. i SIS

Westlaw Topic Nos. 104, 268, 3174, C.J1.8. Public Utilities §§ 5 to 9, 202 1o 207....

§ 16-13A-8. Acquisition and purchase of public service properties; righf oF
eminent domain; extraterritorial powers T

The board may acquire any publicly or privately owned public service
properties located within the boundaries of the district regardless of whether ot '
not all or any part of such properties are located within the corporate limits of -
any city, incorporated town or other municipal corporation ircluded within':fthq‘ 5
district and may purchase and acquire all rights and franchises and any and all
property within or outside the district necessary or incidental to the purposeof ¥
the district.

The board may construct any public service properties within or outside the
district necessary or incidental to its purposes and each such district may .-
acquire, construct, maintain and operate any such public service properties
within the corporate limits of any city, incorporated towri or other muni_cip?i
corporation included within the district or’in any wnincorporated territory-
within ten miles of the territarial boundaries of the district: Provided, Thétfj}.f
any incorporated city, town or other municipal corporation included within the
district owns and operates either water facilities, sewer facilities, stormwat
facilities or gas facilities or all of these, then the district may not acquirg;
construct, establish, improve or extend any public service properties of the
same kind within such city, incorporated towns or other mumnicipal corpora;
tions or the adjacent unincorporated territory served by such cities, incorporat;
ed towns or other municipal corporations, except upon the approval of the
public service commission, the consent of such cities, incorporated towns of
other municipal corporations and in conformity and compliance with the rights
of the holders of any revenue bonds or obligations theretofore issued by such
cities, incorporated towns or other municipal corporations then outstanding

604




BLIC SERVICE DISTRICTS § 16-13A-8
Note 1

#nd in accordance with the ordinance, resolution or other proceedings which
- authorize the issnance of such revenue bonds or obligations,

Whenever such district has constructed, acquired or established water facili-

. sewer facilities, a stormwater system, stormwater management program. or
gas facilities for water, sewer, stormwater or gas services within any city,
fricorporated town or other municipal corporation included within a district,
then such city, incorporated town or other municipal corporation may not
thereafter construct, acquire or establish any facilities of the same kind within

such city, -incorporated town or other municipal corporation without the
‘onsent of such district.

For the purpose of acquiring any public service properties or lands, rights or
easernents deemed necessary or incidental for the purposes of the district, each
such district has the right of eminent domain to the same extent and to be
€xercised in the same manner as now or hereafter provided by law for such
right of eminent domain by cities, incorporated towns and other muricipal
corporations: Provided, That the power of eminent domain provided in this
section does not extend to highways, road and drainage easements, or stormwa-
ter facilities constructed, owned or operated by the West Virginia division of
highways without the express agreement of the commissioner of highways:
Provided, however, That such board may not acquire all or any substantial part
of a privately owned waterworks system unless’and until authorized so to do by
the public service commission of West Virginia, and that this section shall not
be construed to authorize any district to acquire through condemnation pro-
ceedings either in whole or substantial part an existing privately owned
waterworks plant or system or gas facilities located in or furnishing water or
gas service within such district or extensions made or to be made by it in
territory contiguous to such existing plant or system, nor may any such board
construct or extend its public service properties to supply its services into areas
served by or in competition with existing waterworks or gas facilities or
extensions made or to be made in territory contiguous to such existing plant or
system by the owner thereof.

Acts 1953, c. 147; Acts 1980, c. 60; Acts 1981, c. 124; Acts 2002, c. 272, off 90 days
after March G, 2002, ' ’

: LiBrary References
! Counties €=103, 104, C.1.5. Counties §§ 143 to 144, 147,
fdnﬁnent ?gmain =6, 16, 221 224 C.1.8. Municipal Corporations §5 873 to 880,
unicipal Corporations =221, . . .
Westlaw Topic Nos. 104, 148, 268, C.3.8. Property § 17.

Notes of Decislons

In general 2 ‘ Valuation of property 4
Connections with sewers or drains 6
Eminent domain powers 3

1. Validity -
: Emrif-onmental assessment 5 - Title of act authorizing creation of public ser-
S:ngtyml‘fm‘ahﬂn 7 vice districts in connection with acquisition,

construction, faintenance, operation, improve-
ment and extension of properties supplying wa-
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Note 1

ter and sewerage services, clearly defines object
and purposes of act and powers of governing
board, and is sufficient to meet constitutional
requirememnts. Acts 1953, c. 147: Const. art. B,
§30. State ex rel. MeMillion v. Stahl, 1955, 89
S.E.2d 693, 141 W.Va. 233. Statutes &= 123(3);
Statutes €= 123(3)

Property of public service district is public
property used for public purposes, and, under
constimrtional provision that public property
shall be exempt from taxation, statute authoriz-
ing creation of public service districts and
granting tax exemption was not violative of con-
stimtional provision requiring that taxation be
equal and uniform throughout state. Acts 1953,
¢. 147, 8 1 et seq.; Const. art. 10, § 1. State ex
rel. McMillion v, Stahl, 1955, 89 S.E.2d 693,
141 W.Va, 233. Taxation €= 2289

2. In general

SBtatute providing that private property may
be taken or damaged for a number of specified
purposes arnounts to legislative declaration of
public purposes within meaning of laws, and it
is a judicial question whether such declaration
is consonant with organic law. Acts 1949, ¢,
59; Const. art. 3, § 9. State ex rel. McMillion
v. Stahl, 1955, 890 S.E.2d 693, 141 W.Va, 233,
Constitutional Law &= 2510

3. Eminent domain powers

Although construction of mew facility pro-
posed by utility will often require taldng of
private property through eminent domain, ab-
sent express statutory language Public Service
Commission (PSC} has no duty to review and
decide issues that are inherent in eminent do-
main proceeding. Sexton v. Public Service
Com'n, 1992, 423 S.E.2d 914, 188 W.Va. 305,
Pubtic Utilities ¢= 114

Statute providing that private property may
be taken or damaged for a mumber of specified
purposes is consonant with organic law and is
constitutional. Acts 1949, c. 59: Const. art. 3,
§9. State ex rel. McMillion v. Stahl, 1955, 89
S.E.2d 653, 141 W.Va. 233. Eminent Domain
&3

4. Valuation of property

Although landowner is competent to give esti-
- mate of value of property in eminent domain
proceeding, that valuation is not conclusive;
government agency may rely on appraisal re-
port concerning estimated value of property to

8 16-13A-9. Rules; service rates and charges;

PUBLIC HEALTy

be taken. Sexton v. Public Service Ccm‘al'
1992, 423 SE2d 914, 138 W.Va. 305, g
dence &= 558(4) :
5. Environmental assessment o
Whether construction of sewage lagaghy
would constimte “nujsance” does nat def
Public Service Commission's (PSC) jurisdictig
to Issue certificate of public convenience g,
necessity; while PSC may.assess environmeny)
considerations, chief inguiry by PSC is need.af
public for project, Code, 24-32..11, Sexton y
Public Service Com'n, 1992, 423 S.E.2q o5,
188 W.Va. 305. Municipal Corporations & .
708

6. Connections with sewers or drains

City, rather than sewer and water distriets,
was entitled to provide sewer and water ser-
vices to newly developed tract that was within
districts’ boundaries, but was annexed to City,
where such services were not previously: fur,
nished to wract. Code, 16~13A-8, Berkeley .
County Public Service Sewer Dist, v, West Vir- . -
ginia Public Service Com'n, 1998, 512 S.B.2d
201, 204 W¥Va, 279. Municipat Corporations
&= T12{1); Waters And Water Courses &= 201

If a tract of real estate located within a public’
service district has been annexed into a ‘rnunici
pality, then, as between the municipality and
the public service district, the mnnicipality has
the soperior right to extend water and/or sewer
service which were not being previously fur
nished to the tract by the public service district;
and under those circumstances, a public service
district would need the consent of the munici-
pality and the Public Service Commission (PSC)
in order to provide such service. Code;
16-13A-8. Berkeley County Public Service
Sewer Dist, v. West Virginia Public Service
Com'n, 1998, 512 S.R.2d 201, 204 W.Va, 279,
Municipal Corporations &= 712(1); Waters And
Water Courses €= 201; Waters And Water
Courses &= 202

7. Public corporation .

A public service district is a publie corpora-
tion and does not come within constitutional
provision which in substance provides that all
corporations shall be ereated by general laws
and which is applicable to private corporations.
Acts 1953, c. 147, § 1 et seq.: Const. art. 11,§1.
State ex rel. McMillion v. Stahl, 1955, 89 S.E.2d
693, 141 W.Va. 233, Statutes &= 80¢3)

discontinuance of service;

required water and sewer connections; lien for delinquent

fees

(aX(1) The board may make, enact and enforce all needful rules in connection

with the acquisition, construction,

improvement,
606
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inaintenance, operation, care, protection and the use of any public.servicé
roperties owned or controlled by the district. The board shall establish rates,
~fees and charges for the services and facilities it furnishes, which shall be
afficient at all times, notwithstanding the provisions of any other law or laws,
o pay the cost of maintenance, operation and depreciation of the public service
. properties and principal of and interest on all bonds issued, other obligations
ingurred under the provisions of this article and all reserve or other payments
provided for in the proceedings which authorized the issuance of any bonds
. under this article. The. schedule. of the. rates, fees and charges. may be based.
upon:

+{A) The comsumption of water or gas on premises connected with the facili-
ties, taking into consideration domestic, commercial, industrial and public use
of water and gas;

- (B) The number and kind of fixtures connected with the facilities located on
ihe various premises;

_{C) The number of persons served by the facilities;

(D) Any combination of paragraphs (A}, (B) and (C) of this subdivision; or

(E) May be determined on any other basis or classification which the board
may determine to be fair and reasonable, taking into consideration the location
of the premises served and the nature and extent of the services and facilities
furnished. However, no rates, fees or charges for stormwater services may be

assessed against highways, road and drainage easements or stormwater facili-
ties constructed, owned or operated by the West Virginia division of highways.

(2) Where water, sewer, stormwater or gas services, or any combination
thereof, are all furnished to any premises, the schedule of charges may be billed
as a single amount for the aggregate of the charges. The board shall reguire all
users of services and facilities furnished by the district to designate on every
application for service whether the apphcant is a tenant or an owner of the
premises to be served. If the applicant is a tenant, he or she shall state the
name and address of the owner or owners of the premises to be served by the
district. Notwithstanding the provisions of section eight, article three, chapter
twenty-four of this code to the contrary, all new applicants for service shall
deposit the greater of a sum equal to two twelfths of the average annual usage
of the applicant’s specific customer class or fifty dollars, with the district to
secure the payment of service rates, fees and charges in the event they become
delinguent as provided in this section. If a district provides both water and
sewer service, all new applicants for service shall deposit the greater of a sumi
equal o two twellths of the average annual usage for water service or fifty
dollars and the greater of a sum equal to two twelfths of the average annual
usage for wastewater service of the applicant’s specific customer class or fifty
dollars. In any case where a deposit is forfeited to pay service rates, fees and
charges which were delinquent at the time of disconnection or termination of
service, no reconnection or reinstatement of service may be made by the
district until another depoesit equal to the greater of a sum equal to two twelfths
of the average usage for the applicant’s specific customer class or fifty daollars
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here is gravity flow or transportation by any other methods approved by the
division of health, including, but not limited to; vacuum and pressure systems,
approved under the provisions of section nine, article one, chapter sixteen of
this code and the houses, dwellings 2nd buildings can be adequately served by
the sewer facilities of the district and it is declared that the mandatory use of
the sewer facilities provided for in this paragraph is necessary and essential for
the health and welfare of the inhabitants and residents of the districts and of
ihe state. If the public service district requires the property owner to connect
with the sewer facilities even when sewage from dwellings may not flow to the
main line by gravity and the property owner incurs costs for any changes in the
“existing dwellings’ exterior plumbing in order to connect to the main sewer
line, the public service district board shall authorize the district to pay all
-reasonable costs for the changes in the exterior plumbing, including, but not
limited to, installation, operation, maintenance and purchase of a pump or any
other method approved by the division of health, Maintenance and operation
. costs for the extra installation should be reflected in the users charge for
approval of the public sérvice commission. The circuit court shall adjudicate
the merits of the petition by summary hearing to be held not later than thirty
days after service of petition to the appropriate owners, tenants or occupants.

(d) Whenever any district has made available sewer facilities to any owner,
tenant or occupant of any house, dwelling or building located near the sewer
facility and the engineer for the district has certified that the sewer facilities are
available to and are adequate to serve the owner, tenant or occupant and
sewage will flow by gravity or be transported by other methods approved by the
division of health from the house, dwelling or building into the sewer facilities,
the district may charge, and the owner, tenant or occupant shall pay the rates
aid charges for services established under this article only after thirty-day
notice of the availability of the facilities has been received by the ewner, tenant
or occupant. Rates and charges for sewage services shall be based upon actual
water consumption or the average monthly water consumption based upon the
owner’s, tenant’s or occupant’s specific customer class,

(e) Whenever any district has made available a stormwater system to any
- owner, tenant or occupant of any real property located near the stormmwater
- system and where stormwater from real property affects or drains into the
* storimwater systerm, it is hereby found, determined and declared that the owner,
_ tenant or occupant is being served by the stormwater system and it is further
" hereby found, determined and declared that the mandatory use of the storrowa-
ter system is necessary and essential for the health and welfare of the inhabit-
. ants and residents of the district and of the state. The district may charge, and
. the owner, tenant or occupant shall pay the rates, fees and charges for
Stormwater services established under this article only after thirty-day notice of
the availability of the stormwater system has been received by the owner.

(f) All delinquent fees, rates and charges of thé district for either water

- Facilities, sewer facilities, gas facilities or stormwater systems or stormwater

© Mmanagement programs are liens on the prermises served of equal dignity, rank

and priority with the lien on the premises of state, county, school and munici-
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has been remitted to the district. After twelve months of PTOMmpt paymey; '
history, the district shail return the deposit to the customer or credit
customer’s account at a rate as the public service commission may prescribgl
Provided, That where the customer is a tenant, the district is not requived g
refurn. the deposit until the time the tenant discontinues service with. -4k
district. Whenever any rates, fees, rentals or charges for services or faciliras
furnished remain unpaid for a period of twenty days after the same become dyg

and payable, the user of the services and facilities provided is delinquent -agg
the user is liable at law until all rates, fees and charges are fully paid, ThE
board may, under reasonable nules promulgated by the public service commis.
sion, shut off and discontinue water or gas services to all delinquent users, of

either water or gas facilities, or both, ten days after the water or gas serviceg
become delinquent.

o)

(b) In the event that any publicly or privately owned utility, city, incorporat, :;
ed town, other municipal corporation or other public service district included
within the district owns and operates separately either water facilities or Sewe
facilities, and the distvict owns and operatés the other kind of facilities either ~
water or sewer, as the case may be, then the district and the publicly or
privately owned utility, city, incorporated town or other municipal corporation
or other public service district shall covenant and contract with each other to =
shut off and discontinue the supplying of water service for the nonpayment of |
sewer service fees and charges: Provided, That any coniracts entered into by 4
public service district pursuant to this section shall be submitted to the public
service commission for approval. Any public service district providing water
and sewer service to its customers has the right to terminate water service for
delinquency in payment of either water or sewer bills. Where one public service
district is providing sewer service and another public service district or a- -
municipality included within the boundaries of the sewer district is providing
water service, and the district providing sewer service experiences a delinquen:
¢y in payment, the district or the municipality included within the boundaries
of the sewer district that is providing water service, upon the request of the
district providing sewer service to the delinquent account, shall terminate jts
water service to the custorner having the delinquent sewer account: Provided,
however, That any termination of water service must comply with all rules and
orders of the public service commission. T

{c) Any district furnishing sewer facilities within the district may require, or
may by petition to the circuit court of the county in which the property is
located, compel or may require the division of health to compel all owners,
tenants or occupants of any houses, dwellings and buildings located near any
sewer facilities where sewage will flow by gravity or be transported by other
methods approved by the division of health, including, but not lmited to,
vacuum and pressure systems, approved under the provisions of section nine,
article one, chapter sixteen of this code, from the houses, dwellings or buildings
into the sewer facilities, to connect with and use the sewer facilities and to
cease the use of all other means for the collection, treatment and disposal of
sewage and waste matters from the houses, dwellings and buildings where
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delinquent accounts: Provided, That an owner of real property may not be held
liable for the delinquent rates or charges for services or facilities of a teriag

nor may any lien attach to real property for the reason of delinquent rates' gy
charges for services or facilities of a tenant of the real property, unless thi -

services or facilities,

owner has contracted directly with the public service district to purchase tha:

(g) Anything in this section to the contrary notwithstanding, any establis
ment, as defined in section three, article eleven, chapter twenty-two, now &3

by the division of environmental protection, as prescribed by section elevgﬁ :
article eleven, chapter twenty-two of this code, is exempt from the provisions'&%

this section. -

Acts 1953, c. 147; Acts 1965, c. 134; Acts 1980, c. 60; Acts 1981, c. 124; Acts 1986, ch

Acts 2002, c. 272, eff. 90 days after Maich'g.
2002; Acts 2003, c. 183, eff. 90 days after March 8, 2003. YR

81; Acis 1989, c. 174; Acts 1994, c., 61;

Law Review and Journal Commentaries

The Scope of Title Examination in West Virgi-
nia; Can Reasonable Minds Differ? John W.

Fisher, 1, 98 W. Va. L. Rev. 449 (1995),

"Yes, West Virginia, there is a special priority
for the purchase money mortgage:” The recog-

Library References

Gas &=14.6.

Mumicipal Corporations =712,
Waters and Water Courses €=203.
Westlaw Topic Nos. 190, 268, 405.

Notes of Decisions Ve

Notice of availability of sewer service 5
Public service district liens 3

Rates and charges for service 4
Takings 2

Validity 1

1. Validity

In statute authorizing creation of public ser-
vice districts, provision for delinquent Fxed
rates and charges for services rendered to be
lien on premises served was not unconstitution-
al as depriving owners of property without due
process of law or as violating Fourteenth
Amendment of United States Constitution or

610

iy
nition of purchase money mortgage prionity in
West Virginia. Abraham M. Ashton, 107 W.Va,
L. Rev. 525 (20603).

L

C.1.5. Gas 8§ 64, 84 1o 85.
C.I.8. Municipal Corporations § 1535.
C.J1.8. Waters §§ 483, 666 to 732.

applicable provisions of State Constitution.
Acts 1953, ¢, 147, § 1 et seq.; Const. art. 3, 55 9;
10; U.S.C.A.Const. Amend. 14, Staie ex rel.
McMillion v. Stahl, 1955, 89 S.E.2d 693, 14_{1‘
W.Va. 233, Constitutonal Law & 4416; Mu?
nicipal Corporations €= 408(1)

2. Takings L

Public service district's Tequiring properly
OWner to connect onto its sewer system a!';d to -
abandon private sewer system located on prap-
erly was not a taking of private property withs
out just compensation. Const. Art. 3, § %
Code, 16-13A-9; U.S.CA. Const.Amend. 5.
Kingmill Valley Public Service Dist. v. Rivef*
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iew Estates Mobile Home Park, Inc., 1989, 386
i 2d 483, 182 W.Va. 116, Eminent Domain
2.18
#tatute providing ‘that private property may
taken or damaged for a pumber of specifed
mrposes amounts to legisiative declaration of
p'ﬁbljc purposes within meaning of laws, and it
b a judicial question whether such declaration
 is consonant with organic law. Acts 1949, ¢,
59; Const, art. 3, § 9. State ex rel. McMilljon
. Stahl, 1955, 89 S.E.2d 693, 141 W.Va. 233,
Constitutional Law €= 2510

3, Public service district liens

Public service district liens must be docketed
1o be enforceable against purchaser of property
for valuable consideration, without notice,
Code, 16-13A~9, 38-10C-1. McClung Invest-
ments, Inc. v. Green Valley Community Public
Service Dist., 1997, 485 5.E.2d 434, 199 W.Va.
490. Gas &= 14.6; Municipal Corporations €=
T12(7); Waters And Water Courses & 203(14)
* Public service district’s failure to docket no-
tiee ‘of lien prier to date purchaset recorded
deed of trust prevented district From enforcing
sewer lien against purchaser. Code, 16-13A-9,
38-10C-1. MeClung Investments, In¢. v. Green
Valley Community Public Service Dist, 1997,
485 S.E.2d 434, 199 W.Va, 490. Municipal
Corporations ¢= 712(7) R

If owner, tenamt or cccupant of garage apart-
mént did nof réceive notice that public service
district's sewer facilities were available for
apariment, district would have been without
statutory authority to impose charges and 2 len
against apariment for sewer services, though
the apartment was on a lot containing another
dwelling which was properly subject to sewer
service charges. Code, 16-13A-9, 16-13A-21.
Rhodes v, Malden Public Service Dist., 1983,
30F S.E2d 601, 171 W.Va. 645. Munieipal
Carperations & 712(7)

', Starute authorizing creation of public service
districts confers upen public service board zu.
thority to create mortgage lien on the property
of public service district, and action of legisla-
ture conferring such authorily was within the
legislature’s power. Acts 1953, c. 147; Const.
art. 10, § 8. State ex rel. McMillion v. Stahl,
1955, 89 S.E.2d 693, 141 W.Va, 233, Munici-

§ 16-13A-9a

pal Corporations €= 222; Municipal Corpora-
tions € 225(1)

4. Rates and charges for service
Statute clearly and unambiguously gives Pub-
lic Service Commiission (PSC) power to reduce
or increase utility rates whenever it finds that
existing rate is unjust, unreasonzble, ipsuifi-
cient, or unjustly discriminatory or otherwise in
violation of any provision of legislation goveri-
ing Commission. Code, 24-1—1 et seq,, 24-2-3.
State ex rel. Water Development Authority v.
Northern Wayne County Public Service Dist.,
1995, 464 S.E.2d 777, 195 W.Va. 135. Public
Uiilities &= 123 . :
Corporations holding sewer revenue bonds of
public service district, 2 public corporation and
political subdivision of state, had right by rman-
damus to enforce and compel district and mem-
bers of the Public Service Board to establish,
charge and collect rates for services rendered
by district sufficient to provide for all operation-
al and maintenance expenses, to pay, when due,
principal and interest of revenue bonds issued
by district, and to file tariffs reflecting such
charges with Public Service Coemmission.
Code, 16-13A~1 et seq,, 16-134-9, 16-13A~10,
16-13A-13, 16-13A-17. State ex rel. Allstate
ins. Co. v. Union Public Service Dist., 1966, 151
S.E.2d 102, 151 W.Va. 207. Manda.ll'l}us €= 110
Duty imposed on public service district, a
public corporation and political subdivision. of
state, to estzblish rates and charges sufficient to
pay cost of maintenance, operation and depreci-
ation: of properties of district and principal of
and interest on’ all bonds issued by district is
nondiscretionary duty which may be enforced
by mandamus. Code, 16-13A-9. State ex rel.
Allstate Ins. Co.'v. Union Public Service Dist.,
1966, 151 S5.E.2d 102, 151 W.Va. 207. Manda-
rrus &= 80

5. Notice of availability of sewer service'

Issue of fact as to whether owner or tenant
had received notice that public service district's
sewer services were available for garage apart.
ment, so as to allow imposition of sewer service
charges and a lien against apartment, was not
appropriate for resclution in mandarmes pro-
ceeding. Code, 16-13A-9, 16-13A-21. Rhodes
¥. Malden Public Service Dist, 1983, 301
S.E.2d 601, 171 W.Va. 645. .Mandamus & 174

§ 16-13A-9a. Limitations with respect to foreclosure

No public service district shall foreclose upon the premises served by such
district for delinquent fees, rates or charges for which a len is authorized by
sections nine or nineteen of this article except through the bringing and
maintenance of a civil action for such p ' I
the county wherein the district lies. In every such action, the court shall be
required to make a finding based upon the evidence and Eacts presented that
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urpose brouglit in the circuit coutt of

ne g

PO

PET—




§ 16-13A-9a PUBLIC HEAL gy

surg

w4ty

being sought,
Acts 1982, c. 74.

Library References

C.J.S. Gas §§ 64, 84 10 85.
C.J.8. Municipal Corporations § 1535,
C.I.8. Waters 8§ 483, 666 to 732.

Gas ¢=14.6.

Municipal Corporations e=712.
Waters and Water Courses =203,
Westlaw Topic Nos. 190, 268, 405,

§ 16-13A-10. Budget

The board shall establish the beginning and ending of its fiscal year, whickf -
period shall constitute its budget year, and at least thirty days prior to. 1}
beginning of the first full fiscal year after the creation of the district and
annually thereafter the general manage
a tentative budget which shall inciude
payments to a capital replacement account and bond payment schedules for the
ensuing fiscal year. Such tentative budget shall be considered by the hoard;
and, subject to any revisions or amendments that may be determined by the
board, shall be adopted as the budget for the ensuing fiscal year. Upoy
adoption of the budget, a copy of the budget shall be forwarded to the county
commission. No expenditures for operation and majintenance expenses in
excess of the budget shall be made during such fiscal year unless unanimoushy
authorized and directed by the board, o

Acts 1953, c. 147; Acts 1981, c. 124,

Library References

Connties &=154.5, CI.S. Municipal Corporations 8§ 1621 b .
Municipal Corporations €=879. 16232, 00
Westlaw Topic Nos, 104, 268,

. Notes of Decisions
In general 1

by district sufficient to provide for all opemﬁ'o#;
af and maintenance expenses, to pay, when due; -
1. In general principal and interest of revenue bonds issued

Corporations holding sewer revenue bonds of
public service district, a public corporation and
political subdivision of state, had right by man-
damus to enforce and compel district and mem-
bers of the Public Service Board to establish,
charge and collect rates for services rendered

§ 16-13A-11. Accounts; audit

The general manager, under direction of the board, shall install and maintain
a proper system of accounts, in accordance with ali rules, regulations or orders
612

by district, and to file tarifis reflecting such
tharges with Public Service Commission.
Code, 16-13A~1 et seq., 16-13A-9, 16—]3A—1g_,
16-13A~13, 16~13A~17, State ex rel. Allstafe
Ins. Co. v. Union Public Service Dist., 1966, 151
S.E.2d 102, 151 W.Va. 207. Mandamus &= 11g
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UBLIC SERVICE DISTRICTS § 16-13A-12

pertaining thereto by the public service commission, showing receipts from
operation and application of the same, and the board shall at least once a year
.cause such accounts to be properly audited: Provided, That such audit may be
any audit by an independent public accountant completed within one year of
the time reqiired for the submission of the report: Provided, however, That if
" the district is required to have its books, records and accounts zudited annually

by an indeperident certified public accountant as a resiilt of any covemant in any
board resohition or bond instvument, a copy of such audit may be submitted in
satisfaction'of the requirements of this section, and is hereby found, declared

Thé treasurer of each public service district shall keep and préserve all
financial records of the public service district for ten years, and shall at all
times*have such records readily available for public inspection. At the end of
* his term of office, the treasurer of each public service district shall promptly
deliver all financial records of the public service district to his successor in
office. Any treasurer’of a public service district who knowingly or willfully
vidlates any provision of this section is guilty of a misdemeanor, and shall be
fined-not less than one' hundréd dollars nor more thap five hundred dollars or
imprisoned in the county jail not more than ten days, or both. -
Acts 1953, c. 147; Acts 1981, c. 124; Acts 1986, c., 81.
: Library References

Counties €2154.5. ' : cIs.
Municipal Cérporations =879, 1622

Municipal Corpotations §§ 1621 to
Westlaw Topic Nos. 104, 268,

§ 16-13A~12. Disbursement of district funds

No money may be paid out by a district except upon an-order signed by the
chairman and secretary of such board, or such other person or persons
atithorized by the chairman or secretary, as the case may be, to sign such
orders on their behalf. Each order for the payment of money shall specify the
purpases for which the arnount thereof is to he paid, with safficient clearness to
. indicate the purpose for which the order is issued, and there shall be endorsed
i thereon the name of the particular fund out of which it is payable and it shall
- be payable from the fund constituted for such purpose, and no other. All such
- orders shall be reflected in the minutes of ‘the next meeting of the board.

| Acts 1953, c. 147; Acts 1981, ¢, 124,

Library References

Counties €=158, C.1.S. Counties § 108,

Municipal Corporations €=883. C.X.8. Municipal Corporations §§ 1626, 1635.
Westlaw Topic Nos. 104, 268.
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§ 16-13A-13. Revenue bonds

For constructing or acquiring any public service properties for the authorj
purposes of the district, or necessary or incidental thereto, and for construct]

improvements and extensions thereto, and also for reimbursing or paying ¢

issue the bonds of such district, payable solely ﬁrc_yni the revenues derived from,
the operation, of the public service properties under conirol of the dxstm:; i
Such bonds may be issued in one or more series, may bear such date or daté;'!; :

may mature at such time or times not exceeding forty years from theiy, ;
respective dates, may bear interest at such rate or rates not exceeding eighteey,
percent per annum payable at such times, may be in such form, may carry such,
registration privileges, may be executed in such manner, may be payable at |
such place or places, may be subject to such terms of redemption with or -
without premium, may be declared or become due before maturity date thergiéf; :

may be authenticated in any manner, and upon, compliance with such condy. |
tions, and may contain such terms and covenants as may be provided, by '
resolution or resolutions of the board. Notwithstanding the form or teﬁ;j}';
thereof, and in the absence of any express recital on the face thereof, that the,
bond is nomnegotiable, all such bonds_shall .be, and shall be treated . as; .
negotiable instruments for all purposes. Bonds bearing the signatures .of
officers in office on the date of the signing thereof shall be valid and binding _fqrj
all purposes notwithstanding that before the delivery thereof any or all of tha '
persons whose signatures appear, thereon shall have ceased to be such officers,
Notwithstanding the requirements or provisions of any other law, any such
bonds may be negotiated or sold in such mamnner and at such time or times as is. .
found by the board to be most advantageous, and all such bonds may be sold at -
such price that the interest cost of the proceeds therefrom does not exceed
nineteen percent per annum, based on the average. maturity of such bonds and
computed according to standard tables of bond values., Any resolution or
resolutions providing for the issuance of such bonds may eontain such cove-
nants and restrictions upon the issuance of additionial bonds thereafter as may
be deemed necessary or advisable for the assurance of the payment of the |
bonds thereby authorized. ' ’

. N
Acts 1953, ¢, 147; Acts 1970, . 11; Acts 1970, ¢. 12; Acts 1970, -1st Ex: Sess,, c. 2; A\:ts
1980, ¢. 33; Acts 1981, Ist Ex. Sess., c. 2; Acts 1989, ¢c. 174. - it

]

Library References

Counties =174, C.J.8. Counties § 218.

Municipal Corporations €=911. CIS. Municipal Corporations 5§ 1647 to -
Westlaw Topic Nos. 104, 268, 1649,

S




. PUBLIC SERVICE DISTRICTS § 16-13A-15

& Notes of Decisions o
In gemeral 1 . charges with  Public Service Commission.
— Code, 16-13A-1 et seq., 16-134-9, 16-13A-10,
.‘--In eral ' 16-13A-13, 16-13A-17. State éx rel. Allstate
1!C.{1:vrpﬁ‘:‘m:l;ion:s holding sewer revenue :bcnds of Ins. Co. v. Union Public Service Dist., 1966, 151
P“ blic service district, a public corporation and S.E2d 102, 151.W.‘f'a. 207. - Mandamus G= 11.0
ulitical subdivision of state; had right by man. ~ TWo acts amending same- Code section in

us to enforce and compel district and mem- samle manner except as to maxdmum intergst
pers of the Public Service Board to establish, rate of bond, énactéd on'same date at same
charge and colle¢t rates for services rendered legislative session, and impossible to determine
by district sufficient to provide for all operation- - ‘which passed after the other, that having lower
gl and maintenance expenses, to pay, when due, maximum interest rate’ will govern, 53 W.Va
principal and interest of revenue bonds issued Op.Atty Gen, 418 (April 8, 1970) 1970 WL
by district, and to file ‘tariffs reflecting such 116579, - ' ¢ © ‘o B s ’

. } .

§ 16-13A-14. - Items included in cost of properties

The cost of any public service properties acquired under the provisions of this
article shall be deemed to include the cost of the acquisition or construétioi
thereof, the cost of all property rights, easements and franchises deemed
necessary or convenient therefor and for the improvements and extensions
thereto; for stormwater systems and associated stormwater management pro-
. grams, those activities which include, but are not limited to, water ' giiality
improvernent activities necessary to comply with all federal and state require-
ments; interest upon bonds prior to and during construction or acquisition and
for six months after completion of construction ar of acquisition of the improve-
ments and extensions; engineering, fiscal agerits and legal expenses; expenses
for estimates of cost and of revenues, expenses for plans, specifications and
surveys; other expenses necessary or incident to determining the feasibility or
practicability of the enterprise, administrative expense, and such other ex-
penses as may be necéssary or incident to the financing herein authorized, and
the construction or acquisition of the properties and the placing of same in
operation, and the performance of the thi gs herein required or permitted, in
éonnection with any thereof. : ’

Acts 1953, ¢. 147; Acts 2002, c. 272, eff. 90 days aftél_' March 9, 2003.

Library References ‘
- Counties €=154.5, C.J.8. Municipal Coérporations §§ 1621 to
Municipal Corporations ¢=879. 1622.

. Westiaw Topic Nos. 104, 268.

§ 16-13A-15. Ronds may be secured by trust indenture

In the discretion and at the option of the board such bonds may be secured
by a trust indenture by and between the district and & corporate trustee, which
may be a trust company or bank having powers of a trust company within or
without the State of West Virginia, but no such trust indenture shall convey,
Mmortgage or create any lien upon the public service properties or any part
thereof. The resolution authorizing the bonds and fixing the details thereof
nay provide that such trust indenture may contain such provisions for protect-
ing and enforcing the rights and remedies of bondholders as may be reasonable
615
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and proper, not in violation of law, including covenants setting forth the duties
of the district and the members. of its board and officers in relation to
construction or acquisition’ of public service broperties and the improveme,
extension, operation, repair, maintenance and insurance thereof, and the Clis
dy, safegnarding and application of all moneys, and miay provide that al] or 5
part of the construction work shall be contracted for; constructed and paid £,
under the- supervision and approval of consulting engincers emploved *

Such *
indenture may set forth the rights and remedies of the bondholders and ,st‘.u:l_-r."-.I

Acts 1953, c. 147. e

iy

Library References

.Counties &=183, . C.L8. Counties § 222. . a0
Muricipal Corporations €=950(15), CJ.S. Municipal Corporations §5 1708 to
Westlaw Topic Nos. 104, 268. ) 1709. i 'f
United States Code Annotated ‘ ! r

TFrust Indenture Act of 1939, see 15 US.C.A. § 77aaa etseg. : +

§ 16-13A~16. Sinking fumd for revenue bonds -
At or before the time of the issuance of any. bonds under this article the board

shall by resolution or in the trust indenture provide for the creation of a sinking
fund and for monthly payments into such fund from the revenues of the publig
service properties aoperated by the district such sums in excess of the cost,of
maintenance and operation of such properties as will be sufficient to pay the
accruing interest and retire the bonds at or before the Hme cach will respective-
ly become due and to establish and maintain reserves therefor. All sums which
are or should be, in accordance with such provisions, paid into such sinking
fund shall be used solely for payment of interest and for the retirement of siich
bonds at or prior to maturity as may be provided or required by such
resolutions. :

Acts 1953, c. 147,

Library References .
Counties &=186.5, CJ.S. Municipal Corporations §§ 1704 to
Municipal Corporations €=95] . 1705,

Westlaw Topic Nos. 104, 268.
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§ 16-13A-17. Collection, etc., of revenues and enforcement of covenants;
defavlt; suit, ete, by bondholder or trustee o compel

performance of duties; appointment and powers of receiv-
er

The board of any such district shall have power to insert emforceable
provisions in any resolution authorizing the issuance of bonds relating to the
¢ollection, custody and application of revenues of the district from the opera-
tion of the public service properties under its control and to the enforcement of
the covenants and undertakings of the district. In the event there shall be
default in the sinking fund provisions aforesaid or in the payment of the
- principal or intérest on any of such bonds or, in the event the district or its
. board or any of its officers, agents or employees, shall fail or refuse to cornply
" with the provisions of this article, or shall default in any covenant or agreement
- made with respect to the issuance of such bonds or offered as security therefor,
then any holder or holders of suh bonds and any such trustee under the trust
_ indenture, if there be one, shall have the right by suit, action, mandamus or
other proceeding instituted in the circuit court for the county or any of the
" counties wherein the district extends, or in any other court of competent
 jurisdiction, to enforce and compel performance of all duties required by this
article or undertaken by the district in connection with the issuance of such
bonds, and upon application of any such holder or holders, or such trustee,
such court shall, upon proof of such defaults, appoint a receiver for the affairs
of the district and its properties, which receiver so appointed shall forthwith
directly, or by his agents and attorneys, enter into and upon and take posses-
sion of the affairs of the district and each and every part thereof, and hold, use,
operate, mapage and control the same, and in the name of the disttict exercise
all of the rights and powers of such district as shall be deemed expedient, and
such receiver shall have power and authority to collect and receive all revenues
and apply same in such manner as the court shall direct. Whenever the default
causing the appointment of such receiver shall have been cleared and fully
discharged and all other defaults shall have been cured, the court may in its
discretion and after such notice and hearing as it deems reasonable and proper
direct the receiver to surrender possession of the affairs of the district to its
board. Such receiver so appointed shall ‘have no power to sell, assign,

mortgage, or otherwise dispose of any assets of the district except as hereinbe-
fore provided.

Acts 1953, c. 147.

Library References

- Counties ¢=188. C.J.5. Counties § 226.

s Municipal Corporations &=937, 955. C.J.S. Municipal Corporations §§ 1707, 1711.
Westlaw Topic Nos. 104, 268.
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Notes of Decisions oo - s

In general 1

1. In general

Corporations halding sewer revenue bonds of
public service district, a public corporation and
political subdivision of state, had right by man-
damus to enforce and compel district and mem-
bers of the Public Service Board to establish,
charge and collect rates for services rendered

§ 16-13A-18. Operating contracts

The board may enter into contracts or agreements with any
management of the public service Properties

Acts 1953, c. 147.

by district sufficient to provide for all Qperatig,
al and maintenance SXpenses, 10 pay, wheq g
principal and interest of revenns bonds jsgyey
by district, and to file tariffs reflecting such
charges with Pyblic Service Commissjgy
Code, 16-13A-1 et seq., 16-13A-9, 16-1349g.
16-13A-13, 16-13A-17. State ex rel. Al
Ins. Co. v, Union Public Service Dist,, 1966, 1 1
S.E.2d 102, 151 W.Va. 207. Mandamgs ev. 1?5’

oy

Library References

Counties =114,
Municipal Corporations ¢=328.
Westlaw Topic Nos. 104, 268.

8 16-13A-18a. Sale,
system by district;

lease or rental of water,

C.L5. Counties § 161, P
CI1.8. Municipal Corporations §§ 1027 14
1029, :

sewer, stprmwater or ‘gas_.'
distribution of proceeds




PUBLIC SERVICE DISTRICTS § 16-13A-20

In the event of any such sale, the proceeds thereof, if any, remaining after
Payment of all outstanding bonds and other obligations of the district, shall be
ratably distributed to any persons who have made contributions in aid of
sonstruction of such water, sewer, stormwater or gas system, such distribution
pot to exceed the actual amount of any such contribution, without inierest, and
any balance of funds thereafter remaining shall be paid to the county commis-
sion of the county in which the major portion of such water, sewer, stormwater
or gas system is located to be placed in the general funds of such county
commission. ' ' S

‘Acts 1963, c. 75; Acts 1981, c. 124; Acts 1986, c. 81; Acts 1997, c. 160, eff. 90 days after
‘spril 10, 1997; Acts 2002, c. 272, eff. 90 days after March 9, 2002. ’

. Library References . B ;
Counties &=110. . . C.1.S. Counties § 147.
Municipal Corporations @=225. €J.5. Municipal Corporations §§ 882 to 892.

westlaw Topic I}Ios. 104, 268.
§ 16-13A-19. Statutory mortgage lien created; foreclosure thereof
"There shall be and is bereby ¢reated a statultpfy mo;-ggagé lien upon such

blic service properties of the district, which shall exist in favor of the holders,
f bonds hereby authorized to be issued, and each of them, and the, coupons.
attached to said bonds, and such public service properties shall remain subject.
to, such statutory mortgage lien until payment in full of all principal of. and
interest on such bonds. Any holder of such bonds, of any foupons attached
thereto, may, either at law or in equity, enforce said statutory mortgage lien
conferred hereby and upon default in the payment. of the principal of or interest
on said bonds, may foreclose such statutory mortgage lien in the manner now
provided by the Jaws of the State of West Virginia for the foreclosure of
mortgages on real property.

Acts 1953, c. 147.

Library References .
Counties e=188. C.1.5. Counties § 226.

. Municipal Corporations =937, 955. C.).S. Municipal Corporations §§ 1707, 1711.
Westlaw Topic Nos. 104, 268.

Notes of Decisions

Ingeneral 1 of public service district, and action of legisla-
ture conferring such authority was within the
legislature's power. Acts 1933, ¢. 147; Const.
. In general art. 10, § 8, State ex rel. McMillion v. Stahl,
Statute authorizing creation of public serviee 1955, 89 S.E.2d 693, 141 W.Va. 233. Munici-
- districts confers upon public service board au- pal Corporations ¢= 222; Municipal Corpora-
thority to create mortgage lien on the property  tions & 223(1)

- § 16-13A-20. Refunding revenue bonds

* The board of any district having issued bonds under the provisions of this
article is hereby empowered thereafter by resolution to issue refunding bonds
of such district for the purpose of retiring or refinancing such ountstanding
619
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bonds, together with any unpaid interest thereon and redemption premigy;
thereunto appertaining and all of the provisions of this article relating to ;t_hﬁ 4
issuance, security and payment of bonds shall be applicable to such refundin

bonds, subject, however, to the provisions of the proceedings which authorize
the issuance of the bonds to be so refunded. T 35

Acts 1953, c. 147. : ' T
L e Library References
Counties =175, C.I.8. Counties § 218. By
Municipal Corporations ¢=513. CJ.S5. Municipal Corporations 8§ 1647,
Westlaw Topic Nos. 104, 268. 1648, 1651. -

[P

§ 16-13A-21. Complete authority of article; liberal construction; district
to be public instrumentality; tax exemption .

This article is full and complete authority for the creation of public service
districts and for carrying out the powers and duties of same as herein provided,
The provisions of this article shall be liberally construed to accomplish:itg "3
purpose and no procedure or proceedings, notices, consents or approvals, are .
required in connectien therewith except as may be preberibed by this article: |
Provided, That all functions, powers and dutics of the public service commie!
sion of West Virginia, the burean of public health, the division of environmientaf i
protection and the environmental quality board remain”unaffected by thig
article. Every district organized, consolidated, merged or expanded under this'
article is a public instrumentality created and functioning in the interest and for B
the benefit of the public, and its property and income and any bonds issued by
it are exempt from taxation by the state of West Virginia; and the other taxing’ -
bodies of the state; Provided, however, That the board of any such district’'may |
use and apply any of its available revenues and incorne for the payment of what®
such board determines to be tax or license fee equivalents to any local taxing'
body and in any proceedings for the issuance of bonds of such district may.
reserve the right to annually pay a fixed or computable sum to such taxing
bodies as such tax or license fee equivalent.

Acts 1953, c. 147; Acts 1986, c. 81; Acts 1994, c. 41.

Library References

Counties &=18. Westlaw Topic Nos. 104, 268, 371.
Municipal Corporations €=5. C.1.S. Counties § 31.
Taxation €2316, 3519, C.J.8. Municipal Corporations § 11.

Notes of Decisions

In general 2 c. 147, U.8.C.A.Const. Amend. 14. State exrel,
Validity 1 McMillion v. Stahl, 1955, 89 S.E.2d 693, 141
W.Va, 233. Constitutional Law &= 4056; Mu-

nicipal Corporations 6= 4 ) .

1. Validity Statute awthorizing creation of public service’
Statute authorizing creation of public service  districts does not, in so far as it requires County
districts violates no provision of State Canstit-  Court to define territory to be included in public -
tion, nor is it violative of Fourteenth Amend-  service district and appoint a board to govern
ment to United States Constitution. Act 1953, same in first instance, involve unconstitutional:

620
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delegation of judicial functions to the County
sourt, Acts 1953, c. 147; Const. art. B, § 24.
State ex rel. McMillion v. Stahl, 1955, 89 5.E.2d
493, 14% W.Va 233, Constitutional Law &=
2355; Municipal Corporations & 4

2. .In general
Statute authorizing creation of public service
districts confers upon public service board ag.

§ 16-13A-22

1955, 89 S.E.2d 693, 141 W.Va. 233. Munici-
pal Corporations = 222; Municipal Corpora-
tions &= 225(1)

Title of act authorizing creation of public ser-
vice districts in conmnection with acquisition,
construction, maintenance, operation, improve-
ment and extension of properties supplying wa-
ter and sewerage services, clearly defines object
and pufposes of act and powers of governing
board, and js sufficient to meet constitutional
requirements, Acts 1953, c. 147; Const, art. &,
§30. State ex rel. McMilkion v. Stahl, 1955, 89
S.E.2d 693, 141 W.Va. 233. Statutes &= 123(3);
Statutes &= 123(5)

: § 16-13A-22. validation of prier acts and proceedings of county courts for
creation of districts, inclusion of additional territory, and
appoiniment of mermbers of district boards

All acts and proceedings taken by any county court of this State purporting to
have been carried out under the provisions of this article which have been
taken, prior to the date this section takes effect, for the purpose of creating
public service districts or for the purpose of subsequent jnclusion of additional
territory to existing public service districts, after notice published by .any such
county court having territorial jurisdiction thereof of its intention to ‘include
such additional territory after hearing thereon, are hereby validated, ratified,
approved and confirmed notwithstanding any ctlier lack of power (other than
constitutional) of any such county court to create such public service districts
or to include additional territory to existing public service districts or irregular-
ities (other than constitutional) in such proceedings, relating to the appoint-
ment and qualification of more than three members to the board of any suck
public service district or the subsequent appointment of successors of any or ail
of such members, notwithstanding that no city, incotporated town or other
municipal corporation having a population in excess of three thonsand is
included within the distriet, and the appointment and qualification of such
members, and further including any irregularities’ in the petition for the
creation of any public service district, irregularities in the description of thé
aréa embraced by such district, and Irregularities in tHe notice and publication
of notice for the hearing creating such district, prior to the date this section
takes effect, is hereby validated, ratified; approved and confirmied; and, further,
in such cases where more than three members of the board of such districts
have been so appointed prior to the date this section takes effect theh such
county court shall appoint, and they are hereby authorized and empowered to
appoint, sitccessors to such members in the manner as otheiwise provided by
this article. ' ; '

Acts 1958, c. 14} Acts 1960, c. 19.

W.Va. Const., art. IX, § 9, redesignated the office of the county court
as COUmty conmission. :
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Library References
Counties €18, C.LS. Counties § 31.

Municipal Corporations €=5. C.J.8. Municipal Corporations § 11.
Westlaw Topic Nos. 104, 268.

8 16-13A-23. Validation of acts and proceedings of public service boards

All acts and proceedings taken by any public service board the members
which were appointed, prior to the date this section takes effect, by any COUHLH
court of this State having territorial jurisdiction thereof, are hereby validaidj?:
ratified, approved and confirmed, as to defects and irregularities which .m"é'“’"“
otherwise exist on account of their appointment and qualification: Provide;
however, That nothing herein contained shall be construed to excuse a criming] |
act. -
Acts 1958, c. 14; Acts 1960, ¢. 19; Asts 1965, c. 134,

W.Va. Const., art. IX, § 9, redesignated the office of the county court .
as county commission.

Library References it
Counties €247 ' C.J.S. Countics §§ 70 to 73. gy

Municipal Corporations &=166, C.J.S. Municipal Corporations §§ 369 10 3713
West!gw Topic Mos. 104, 268. e

§ _I6—i 3A-24.  Acceptance of loans, grants or temporary advances

. i’
Any public service district created pursuant to the provisions of this article is
authorized and empowered to accept loans or grants and procure loans. or
temporary advances evidenced by notes or other negotiable instruments issued
in-the manner, and subject to the privileges and limitations, set forth with:
respect to bonds authorized to be issued under the provisions of this article, for;"
the purpose of paying part or all of the cost of construction or acquisition of -
water systerns, sewage, systerns, stormwater systems. or stormwatey managé;l !
ment systems or gas facilities, or all of these, and the other purposes herein -
authorized, from any authorized agency or from the United States of Amerjca,
or any federal op public agency or department of the United States or any . :
private agency, corporation or individual, which loans or temporary advances,
including the interest thereon, may be repaid out of the proceeds of the bonds
authorized to be issued under the provisions of this article, the revenues of the -
said water system, sewage system, sformwater System, or associated stormwater
management system or gas facilities, or grants to the public service dlStI'.l
from any authorized agency or from the United States of -America or any :
- NN . : A rr)

federal or public agency or department of the United States or from any private -
agency, corporation or individual or from any combination of such sotirces of
payment, and to enter into the necessary contracts and agreements to carry out
the purposes hereof with any authorized agency or the United States of !
America or any federal or public agency or department of the United States, or -
with any private agency, corporation or individual. Any other provisions of this ;
article to the contrary notwithstanding, interest on any such loans or temporary :
622 '
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gdvances mmay be paid from the proceeds thereof until the maturity of such
7otes or other negotiable instrument, ‘

cts 1958, c. 14; Acts 1980, c. 60; Acts 1981, c. 124; Acts 1986, c. 118; Acts 2002, c.
72,.eff. 90 days after March 9, 2002. .

Library References

Counties €=149. * ' C.IS. Counties §§ 185, 187,

Municipal Corporations €=864(3). C.J.5. Municipal Corporations §§ 1583 to
Westlaw Topic Nos. 104, 268. 1585, 1587,
i . .

Notes of Decisions

note, is permissible borrowing under this sec-

S tion. 62 W.Va. Op.Atly.Gen, 27 (May 6, 1988)
fa general o . 1988 WL 483331. . :

.. The borrowing by PSD’s of money from coun- -

ties and/or municipalities, as evidenced by a

{general 1

§ 16-13A-25. Borrowing and bond issuance; procedure

. (a) Notwithstanding any ptl'lei"_p;g\_{is_ions of this article to the contrary, a
public service district may not borrow money, enter into contracts for the
provision of engineering, design or feasibility studies, issue or contract to issue
revenue bonds or exercise any of the powers conferred by the provisions of
section thirteen, twenty or twenty-four of this article without the pricr consent
and approval of the Public Service Commission: Provided, That approval of
funding set forth in section eleven, article two, chapter twenty-four of this code
or this section is not required if the funding is for a project which has received
a certificate of public convenience and necessity after the eighth day of July,
two thousand five, from the commission and where the cost of the project
changes but the change does not affect the rates established for the project.

{b) The Public Service Commission may waive the provision of prior consent
and approval for entering into contracts for engineering, design or feasibility
studies pursuant to this section for good cause shown which is evidenced by the
public service district filing a request for waiver of this section stated in a letter
directed to the commission with a brief description of the project, a verified
statement by the board members that the public service district has complied
with chapter five-g of this code, and further explanation of ability to evaluate
their own engineering contract, including, but not limited to:

(1} Experience with the same engineering firm; or

(2) Completion of a construction project requiring engineering services. The
district shall also forward an executed copy of the engineering coniract to the
commmission after receiving approval of the waiver.

{c) An engineering contract that meets one or more of the following criteria
* is exempt from the waiver or approval requirements:

(I) A contract with a public service district that is a Class A utility on the first
day of April, two thousand three, or subsequently becomes a Class A utility as
defined by commission rule; ‘
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(2) A contract with a public service district that does not require borrg
and that can be paid out of existing rates;

(3} A contract where the payment of engineering fées are contingent up
the receipt of funding, and commission approval of the furiding, to constriffis
the project which is the subject of the coniract; or T

{4} A contract that does not exceed fi.ft;een thousand dollars.

Service Comnission or a party files an objection to the request. If an object
is filed, the Public Service Commission shall issue its decision within,
hundred twenty days of the filing date. In the event objection is received tn
request for a waiver, the application shall be considered a request for waiver &g
well as a request for approval in the event a waiver is not appropriate

(e) Unless the properties to be constructed or acquired represent ordina?y
exiensions or repairs of existing systems in the usual course of business,
public service district must first obtain a certificate of public convenience an
necessity from the Public Service Commiission it accordance with the provisid
of chapter twenty-four of this cde when a public service district is seeking 1§
acquire or construct public service property. = - ¢ ¢
Acts 1969, ist Ex. Sess., c. 6; Acts 1981, c. 124; Acts 1986, c. 81; Acts 1996, c. 213, off

90 days after March 9, 1996; Acts 1997, c. 159, eff. 90 days after April 12, 1997; A&
2003, c. 184, eff. 90 days after March 7, 2003; Acts 2005, c. 193, eff. 90 days after ApHl.

8, 2005; Acts 2006, c. 190, eff. 90 days after March 10, 2006.

Library References 7 : . . .

Counties €=114. .
Municipal Corporations =270,
Public Utilities =145, '
Westlaw Topic Nos. 104, 268; 317A.

C.LS. Counties § 161, -
CJ.S, Public Utilities §5 26 to 32, 159 to 187,
169 to 171, 177 to 178,

,

. Reseal‘ic;h References

ALR Library o
§01 ALR 5th 287, Remedies for Sewage Treat-
ment Plant Alleged or Deemed to be Nui-
- sance.

..Notes of Decisions

In general 1
Certificate of public convenience and necessity
2

1. In geperal

Proposed sewage treatment project complied
with buffer zone requirements where all parties
acknowledged that distance of proposed Sewage
lagoons from property ownexs’ homé was fur-
ther than minimum buffer-zane requirement of
300 feet; Public Service Commission relied on

ample evidence in record to support claim that .

proposed location was both cost-effective and

environmentally sound, Code, 16-13A-25,
24-2-11, 24-2-11{a). Sexton v. Public Service
Com'n, 1992, 423 5.E.2d 914, 188 W.Va, 305.
Municipal Corporations & 708

=

2. Certificate of public convenience and neces:
sity

Public Service district must obtain certificate
of public convenience and necessity before i
can acquire or construct public service proper-
ty. Code, 16-134-25. Sexton v. Public Sérvice
Cam’n, 1992, 423 SE.2d 914, 188 W.Va. 30%
Public Utilities €= 113 “br
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Protection or the Environmental Quality Board and the avthority provided herein to
establish, maintain and eollect rates, fees or charges is an additional and alternative method
of financing such works and matters, and is independent of any other provision of this article

insofar as the article provides for or requires the issuanee of revenue bonds or the imposition

by the provisions of this article,

(k) The jurisdiction and authority provided by this section does not extend to highways,
road and drainage easements and stormwater facilities construeted, owned or operated by the
West Virginia Division of Highways and no rates, fees or charges for stormwater services or
€oste of eompliance may he assessed against highways, road and drainage easements and/or

stormwater facilities constructed, owned andfor operated by the West Virginia Division of
Highways.

{2} A municipality which has been designated by the Envirommental Protection Ageney as
an entity to serve 2 West Virginia Separata Storm Sewer System community, as defined in 40
C.FR. § 12228 has the authority to enact ordinances or regulations which allow for the
Issuance of orders, the right to enter properties and the right to Impose reasonable fines and
penalties regarding eorrection of viclations of municipal stormwater ordinances or regulations
within the municipa! watershed served by the munieipal stormwater system, as Jong as such
rules, regulations, fines or actions are not confrary to any rules or orders of the Public
Serviee Commission, )

(m) Notice of a violation of a munieipal stormwater ordinance or regulation shall be served
in person to the alleged violator or by eertified mail, retern receipt requested. The notice
shall state the nature of the violation, the potential penalty, the action required to correct the
violation and the time limit for making the correction. Should g person, after receipt of
proper notice, fail to correet the violation of the municipal stormwater ordinance or regula-
tion, the municipality may make or have made the corrections of the violation and bring the
party into compliance with the applicable stormwater ordinance or regulation. The munich.
pality may collect the costs of correcting the violation from the person by instituting a civil
action, as long as such actions are not contrary to any rules or orders of the Publie Service
Commission.

{n} A municipality which has been designated by the Environmental Protection Agency as
an entity to serve a West Virginia Separate Storm Sewer System community shall prepare an
annual report detailing the collection and expenditure of rates, fass or charges and make i
available for public review at the place of business of the governing body and the stormwater
utility main office. '

Acts 1955, e. 135: Acts 1967, e, 105; Acts 1984, . 61; Acts 2001, ¢, 212, eff, 50 days after April 14, 2003;
Acts 2008, c. 202, off. March 8, 2008,

ARTICLE 13A
PUBLIC SERVICE DISTRICTS
Section

16-13A-8. Rules; service rates and charges; dis-
continuance of servics; required

Section
water and sewer connections; lien
for delinguent fees.

§ 16-13A-9. Rules; service rates and charges; discontinuance of service; re-

quired water and sewer connections; lien for delingquent fees

(a)(1) The board may make, enact and enforce all needfil rules in connection with the
aequisition, construetion, improvement, extension, management, maintenance, operation, care,
protection and the use of any public service properties owned or controlled by the distriet.
51

e S e




§ 16-13A-9 PUBLIC HEALTH

The board shall establish rates, fees and charges for the services and facilities it furnishes,
which shall be sufficient at all thmes, notwithstanding the provizions of any other law or laws,
to pay the cost of maintenance, operation and depreciation of the public service properties and
prineipal of and interest on all bonds issued, other ¢bligations incurred under the provisions
of thiz article and all reserve or other payments provided for in the proceedings which
authorized the issuance of any bonds tnder thig article. The schedule of the rates, fees and
charges may be based upon: :

(A) The eonsumption of water or gas on premises connected with the facilities, taking into
consideration domestie, cornmercial, industrial and public use of water and gas; .

(B) The number and kind of fixtares connected with the facilities located on the various
premises; :

(C} The number of persens served by the facilities; _

{D) Any combination of paragraphs (A), (B) and (C) of this subdivision; or

(E) May be determined on any other basis or classification which the board may determine
to be fair and reasonable, taking into consideration the loeation of the premises served and
the natore and extent of the services and facilities furnished. However, no rates, fees or
charges for stormwater services wmay be assessed againgt highways, road and drainage
easements or stormwater facilities constructed, owned or operated by the West Virginia
Divisien of Highways. :

(2) Where water, sewer, stormwater or gas serviees, or any combination thereof, are all

furnished to any premises, the schedule of charges may be billed as a single amount for the
aggregate of the charges. ‘The board shall reguire all users of services and facilities
furnished by the district to designate on every application for service whether the applicant is
-a tenant or an owner of the premises to be served. If the applicant is a tenant, he or she
shall state the name and address of the owner or owners of the premises to be served by the
district. Notwithstanding the provisions of section eight, article three, chapter twenty-four of
this code to the conirary, all new applicants for service shall deposit the greater of a sum
equal to two twelfths of the average annual usage of the applicant’s specific customer class or
fifty dollars, with the district to secure the payment of service rates, fees and charges in the
event they become delinquent as provided in this section. If a district provides both water
and sewer service, all new applicants for service shall deposit the greater of a sum equal to
twa twelfths of the average anmmal usage for water service or fifty dollars and the greater of a
sum equal to two twelfths of the average annual usage for wastewater service of the
applicant’s specific customer class or fifty dollars. In any case where a deposit is forfeited to
pay service rates, fees and charges which were delinquent at the time of disconnection or
termination of service, no reconnection or reinstatement of service may be made by the
disirict until another deposit equal to the greater of a sum equal to two twelfths of the
average usage for the applicant’s speecific customer class or fifty dollars has been remitted to
the distriet. After twelve months of prompt payment history, the district shall retwm the
deposit to the customer or credit the customer's account at a rate as the Public Service
Commission may prescribe: Provided, That where the customer is a tenant, the district is not
required to return the deposit until the time the tenant discontinues service with the district.
Whenever any rates, fees, rentals or charges for services or facilities furnished remain unpaid
for a period of twenty days after the same become due and payable, the user of the services
and facilities provided is delinguent and the user is liable at law until all rates, fees and
charges are fully paid. The board may, under reasonable rules promulgated by the Public
Service Commisaion, shut off and discontinue water or gas services to all delinquent users of
either water or gas facilities, or both, ten days after the water or gas services become
delinguent. .

(b) In the event that any publicly or privately owned utility, city, incorporated town, other
municipal eorporation or other public service district included within the district owns and
operates separately water facilities, sewer facilities or stormwater facilities and the district

owns and operates another kind of facility either water or sewer, or both, as the case may be,
then the district and the publicly or privately owned utility, city, ineorporated town or other |

munieipal corporation or other public service distriet shall covenant and confract with each

other to shut off and discontinue the supplying of water service for the nonpayment of sewer ’
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or stormwater service fees and charges: Provided, That any con i 3
public _service disfriet pursvant to this seetion shall be, mmwﬂn»nmw.mmwmﬂwwammmm:mam%ﬂnw
oojHEmEo: for approval. Any public service distriet which provides water and sewer
meﬁnm..imﬁmw and mgﬁmSm«mn Service or water, sewer and stormwater service has the right
%9 terminate water serviee H.on.. mﬂ.ﬁosmu&. in payment of water, sewer or stormwater bills

ere one public service district is providing sewer service and another public sexvice district

PUBLIC HEALTH

delinquency in payment, the district or the municipality i ithi i

%, th . ipality included within the boundaries of
sewer or stormwater district that is providing water service, upon the request of the Wmﬂﬁﬂ
providing sewer or mﬁoaéwnmw sexvice to the delinquent account, shall terminate jts water
gervice to the customer having the delingnuent sewer or stormwater account: Provided,

@osmemﬁawﬁﬁsagmmgom . i
o e, Tt chuﬂm min ﬁwnmwmmgamﬁzmmnoaﬁw ._Sﬁ_w 2l rules and orders of the

(c) Any district furnishing sewer facilities within the distriet may requ
petition to a._m. areuit court of the county in which the property is w.%nmammﬁmcm?my ﬂwﬁww
Tequire .*..M._m U:ams.u of Heaith to eompel all owmers, tenants or anasm.muﬂ_w of any houses
mémEzm.m and buildings located near any sewer facilities where sewage will flow by gravity or
Eﬂm tranaported by other methods approved by the Divizsion of Heslth, including, but not
.$m to, vacuum Emg pressure syatems, approved under the provisions of mmnmon nine,
article one, chapter sixteen of this code, from the houses, dwellings or buildings into the
sewer facilities, to connect with and use the sewer. facilities and to cease the use of all other
Wmmmm for _&.m collection, treatment and disposal of sewage and waste matters from the
ouses, dwellinga and w:b&smm where there is gravity flow or transportation by any other
methods approved by the Division of Health, including, but not Hmited to, vaeyum and
um.mmmﬁ.m gystems, approved under the provisions of section nine, articie one, nm_wwam« sixteen
m @Em code and the w.ac.mmmh @S@_mzmm and buildings can be adequately served by the sewer
mo&.ﬂmm of ﬁs &.mgnn and it is declared that the mandatory use of the sewer facilities
mu.osn.mmg for in this paragraph is necessary and essentia] for the health and welfare of the
Erm@pgnm and residents of the districts and of the state. If the public service distriet
requires the property owner' to connect with the sewar facilities even when sewsge from

.

sewer line, the Public Service District Board shall authorize the distriot to’

costs for the changes in the exterior plumbing, including, but net H_.Ew%wumommmm.wwwmwmww
operation, maintenance and purchase of a pump or any other method %ﬁmﬂma ww.agm
Division of Health. Maintenance and operation costs for the extra installation should be
reflected in a.ﬁ nsers nwﬂ.mm. for approval of the Public Service Commission. The cireuit
court shall adjudicate the merits of the petition by summary hearing to be held not later than
thirty days after service of petition to the appropriate owners, tenants or occupants,

(d) Whenever any district has made available sewer facilities to o
oecupant of any roﬁm_.némEbm or building located near the sewer mmmﬁww. mﬂmﬁmﬁmﬂﬂwmﬁ '
for the district has certified that the sewer facilities are availabla to and are adequate to serve
the owner, tenant or oecupant and sewage will flow by gravity or be transported by other
methods approved ww.gm Division of Health from the house, dwelling or building into the
sewer facilities, the distriet may charge, and the owner, tenant or oceupant shall pay, the
Eﬁm E.a.u charges H.ou.m.mw&nmm established under this srticle only after thirty-day notice o_m the
availability of the mwnEamm hes been received by the owner, tenant or oceupant. Rates and
charges for sewage services shall be based upon actual water consumption or the average

- monthly water consumption based upon the owner's, tenant’s or oceupant’s specific castomer

class.

(e) The owner, tenant or oceupant of any real property may be determi
be served by a stormwater system only after each of z:w mo:Nﬁmm noﬁﬂwwwm Wuwnmmanm% m_hm
distriet has _.ummb designated by the Environmental Protection Agency a3 an entity to serve a
dmcmwn <ﬂmﬁ¢m.mmvm3$ Storm Sewer System community, as defined in 40 CF.R. § 122.26;
(2) the distriet’s mﬁr.oﬁﬂ has been properly expanded to operate and maintain a mgﬁéﬁﬁ._
system; (3) the distriet hag Emmm avaflable a stormwater system where stormwater from the
real property affects or drains into the stormwater system; and (4) the real property is
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located in the Murdeipal Separate Storm Sewer Syster’s designated service ares. It is
further hereby found, determined ang declared that the mandatory use of the stormwater
system iz necessary and essential for the bealth and welfars of the inhahitants and residents
of the distriet and of the state, The district may charge and the owner, tenant or occupant

shall pay the rates, fees and charges for stormwater services established under this article )

() All delinquent fees, rates and charges of the distriet for either ‘water facilities, sewer
facilities, gas facilities or stormwater systems or stormwater management programs are liens
on the premises served of equal dignity, rank and priority with the lien on the premises of
state, coumty, school and municipal taxes. In addition to the other remedies provided in this

-(8) Anything in this section to the contrary notwithstending, any establishment, as defined
in section three, article eleven, chapter twenty-two of this code, now or hereafter operating its
own sewage disposal system pursuant to 2 permit issued by the Department. of Environmen-

tal Protection, as preseribed by section eleven of said article is exempt from the provisions of
this section. :

(h) A public service district which has been designated by the Environmental Protection
Agency as an entity to serve a West Vitginia Separate Storm Sewer System community shall
Prepare an annual report detailing the collection and expenditure of rates, fees or charges and

make it available for public review at the place of business of the governing body and the
stormwater uiility main office.

Acts 1958, c. 147; Acts 1965, c. 134; Aects 1980, c. 60; Acts 1981, c. 124; Acts 1986, e. 8%; Acts 1989, e

174; Acts 1494, ¢ 61; Acts 2002, ¢. 272, eff. 90 days after March 9, 2002; Acts 2008, ¢, 183, eff, 90 days
after March 8, 2003; Acts 2008, e, 202, eff, March &, 2008,

§ 16-13A-15. Bonds may be secured by trust indenture
United States Code Annotated

Trust Indenture Act of 1939, see 16 USC.A
§ 7Taaa et seq.

ARTICLE 13D
REGIONAL WATER AND WASTEWATER AUTHORITY ACT
§ 16-13D-11. Bonds may be secured by trust indenture
United Btates Code Annotated

Trust Indentare Aet of 1989, ses 15 US.CA
§ TTana et seq.
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contained within the rules of the Public Service Commis-
sion shall be deemed to require any agents or employees of
the municipality or governing body to accept payment at
the customer’s premises in lieu of discontinuing service for
a delinquent bill.

ARTICLE 13A. PUBLIC SERVICE DISTRICTS.

§16-13A-9. Rules; service rates and charges; discontinnance of

service; required water and sewer connections;
lien for delinquent fees.

(a) (1) The board may make, enact and enforce all
needful rules in connection with the acquisition, construc-
tion,improvement, extension, management, maintenance,
operation, care, protection and the use of any public
service properties owned or controlled by the district. The
board shall establish rates, fees and charges for the
services and facilities it furnishes, which shall be suffi-
cient at all times, notwithstanding the provisions of any
other law or laws, to pay the cost of maintenance, opera-
tion and depreciation of the public service properties and
principal of and interest on all bonds issued, other obliga-
tions incurred under the provisions of this article and all
reserve or other payments provided for in the proceedings
which authorized the issuance of any bonds under this
article. The schedule of the rates, fees and charges may be
based upon:

{A) The consumption of water or gas on premises con-
nected with the facilities, taking into consideration
domestic, commercial, industrial and public use of water
and gas;

(B) The number and kind of fixtures connected with the
facilities located on the various premises;

(C) The number of persons served by the facilities;

(D)} Any combination of paragraphs (A), (B) and (C) of
this subdivision; or
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(E) May be determined on any other basis or classifica-
tion which the board may determine to be fair and reason-
able, taking into consideration the location of the premises
served and the nature and extent of the services and
facilities furnished. However, no rates, fees or charges for
stormwater services may be assessed against highways,
road and drainage easements or stormwater facilities
constructed, owned or operated by the West Virginia
Division of Highways.

(2) Where water, sewer, stormwater or gas services, or
any combination thereof, are all furnished to any premises,
the schedule of charges may be billed as a single amount
for the aggregate of the charges. The board shall require
all users of services and facilities furnished by the district
to designate on every application for service whether the
applicant is a tenant or an owner of the premises to be
served. If the applicant ig a tenant, he or she shall state
the name and address of the owner or owners of the
premises to be served by the district. Notwithstanding the
provisions of section eight, article three, chapter twenty-
four of this code to the contrary, all new applicants for
service shall deposit the greater of a sum equal to two
twelfths of the average annual usage of the applicant’s
specific customer class or $50, with the district to secure
the payment of service rates, fees and charges in the event
they become delinquent as provided in this section. If a
district provides both water and sewer service, all new
applicants for service shall deposit the greater of a sum
equal to two twelfths of the average annual usage for
water service or $50 and the greater of a sum equal to two
twelfths of the average annual usage for wastewater
service of the applicant’s specific customer class or $56. In
any case where a depositl is forfeited to pay service rates,
fees and charges which were delinguent at the time of
disconnection or termination of service, no reconnection or
reinstatement of service may be made by the distriet until
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another deposit equal to the greater of a sum equal to two
twelfths of the average usage for the applicant’s specific
customer class or $50 has been remitted to the district.
After twelve months of prompt payment history, the
district shall return the deposit to the customer or credit
the customer’s account at a rate as the Public Service
Commission may prescribe: Provided, That where the
customer is a tenant, the district is not required to return
the deposit until the time the tenant discontinues service
with the district. Whenever any rates, fees, rentals or
charges for services or facilities furnished remain unpaid
for a period of twenty days after the same become due and
payable, the user of the services and facilities provided is
delinquent and the user is liable at law until all rates, fees
and charges are fully paid. The board may, under reason-
ablerules promulgated by the Public Service Commission,
shut off and discontinue water or gas services to all
delinquent users of either water or gas facilities, or both,
ten days after the water or gas services become delinquent.
Provided, however, That nothing contained within the
rules of the Public Service Commission shall be deemed to
require any agents or employees of the board to accept
payment at the customer’s premises in lieu of discontinu-
ing service for a delinquent bill.

(b) In the event that any publicly or privately owned
utility, city, incorporated town, other municipal corpora-
tion or other public service district included within the
district owns and operates separately water facilities,
sewer facilities or stormwater facilities and the district
owns and operates another kind of facility either water or
sewer, or both, as the case may be, then the district and
the publicly or privately owned utility, city, incorporated
town or other municipal corporation or other public
service district shall covenant and contract with each
other to shut off and discontinue the supplying of water
service for the nonpayment of sewer or stormwater service
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fees and charges: Provided, That any contracts entered
into by a publie service district pursuant to this section
shall be submitted to the Public Service Commission for
approval. Any public service district which provides
water and sewer service, water and stormwater service or
water, sewer and stormwater service has the right to
terminate water service for delinquency in payment of
water, sewer or stormwater bills. Where one public
service district is providing sewer service and another
public service district or a municipality included within
the boundaries of the sewer or stormwater district is
providing water service and the district providing sewer or
stormwater service experiences a delinquency in payment,
the district or the municipality included within the
boundaries of the sewer or stormwater district that is
providing water service, upon the request of the district
providing sewer or stormwater service to the delinquent
account, shall ferminate its water service to the customer
having the delinquent sewer or stormwater account:
Provided, howewver, That any termination of water service
must comply with all rules and orders of the Public
Service Commission. Provided further, That nothing
contained within the rules of the Public Service Commis-
sion shall be deemed to require any agents or employees of
the Public Service Districts to accept payment at the
customer’s premises in lieu of discontinuing service for a
delinquent bill.

(c) Any distriet furnishing sewer facilities within the
district may require, or may by petition to the circuit court
of the county in which the property is located, compel or
may require the Division of Health to compel all owners,
tenants or occupants of any houses, dwellings and build-
ings focated near any sewer facilities where sewage will
tlow by gravity or be transported by other methods
approved by the Division of Health, including, but not
limited to, vacuum and pressure systems, approved under
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the provisions of section nine, article one, chapter sixteen
of this code, from the houses, dwellings or buildings into
the sewer facilities, to connect with and use the sewer
facilities and to cease the use of all other means for the
collection, treatment and disposal of sewage and waste
matters from the houses, dwellings and buildings where
there is gravity flow or transportation by any other
methods approved by the Division of Health, including,
butnotlimited to, vacuum and pressure systems, approved
under the provisions of section nine, article one, chapter
sixteen of this code and the houses, dwellings and build-
ings can be adequately served by the sewer facilities of the
district and it is declared that the mandatory use of the
sewer facilities provided for in this paragraph is necessary
and essential for the health and welfare of the inhabitants
and residents of the districts and of the state. If the public
service district requires the property owner to connect
with the sewer facilities even when sewage from dwellings
may not flow to the main line by gravity and the property
owner incurs costs for any changes in the existiing dwell-
ings’ exterior plumbing in order to connect to the main
sewer line, the Public Service District Board shall autho-
rize the district to pay all reasonable costs for the changes
in the exterior plumbing, including, but not limited to,
installation, operation, maintenance and purchase of a
pump or any other method approved by the Division of
Health. Maintenance and operation costs for the extra
installation should be reflected in the users charge for
approval of the Public Service Commission. The cireuit

court shall adjudicate the merits of the petition by sum-.

mary hearing to be held not later than thirty days after
service of petition to the appropriate owners, tenants or
occupants.

(d) Whenever any district has made available sewer
facilities to any owner, tenant or occupant of any house,
dwelling or building located near the sewer facility and
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the engineer for the district has certified that the sewer
facilities are available to and are adequate to serve the
owner, tenant or occupant and sewage will flow by gravity
or be transported by other methods approved by the
Division of Health from the house, dwelling or building
into the sewer facilities, the district may charge, and the
owner, tenant or occupant shall pay, the rates and charges
for services established under this article only after thirty-
day notice of the availability of the facilities has been
received by the owner, tenant or occupant. Rates and
charges for sewage services shall be based upon actual
water consumption or the average monthly water con-
sumption based upon the owner’s, tenant’s or occupant’s
specific customer class.

{e) The owner, tenant or occupant of any real property
may be determined and declared to be served by a storm-
water system only after each of the following conditions is
met: (1) The district has been designated by the Environ-
mental Protection Agency as an entity to serve a West
Virginia Separate Storm Sewer System community, as
defined in 40 C.F.R. §122.26; (2) the district’s authority
has been properly expanded to operate and maintain a
stormwater system; (3) the district has made available a
stormwater system where stormwater from the real
property affects or drains into the stormwater system; and
(4) the real property is located in the Municipal Separate
Storm Sewer System’s designated service area. It is
further hereby found, determined and declared that the
mandatory use of the stormwater system is necessary and
essential for the health and welfare of the inhabitants and
residents of the district and of the state. The district may
charge and the owner, tenant or occupant shall pay the
rates, fees and charges for stormwater services established
under this article only after thirty-day notice of the
availability of the stormwater system has been received by
the owner. An entity providing stormwater service shall
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provide a tenant a report of the stormwater fee charged
for the entire property and, if appropriate, that portion of
the fee to be assessed to the tenant.

(f) All delinquent fees, rates and charges of the district
for either water facilities, sewer facilities, gas facilities or
stormwater systems or stormwater management programs
are liens on the premises served of equal dignity, rank and
priority with the lien on the premises of state, county,
school and municipal taxes. Nothing contained within the
rules of the Public Service Commission shall be deemed to
require any agents or employees of the Public Service
Districts to accept payment at the customer’s premises in
lieu of discontinuing service for a delingquent bill. In
addition to the other remedies provided in this section,
public service districts are granted a deferral of filing fees
or other fees and costs incidental to the bringing and
maintenance of an action in magistrate court for the
collection of delinquent water, sewer, stormwater or gas
bills. If the district collects the delinquent account, plus
reasonable costs, from its customer or other responsible
party, the district shall pay to the magistrate the normal
filing fee and reasonable costs which were previously
deferred. In addition, each public service district may
exchange with other public service districts a list of
delinquent accounts: Provided, That an owner of real
property may not be held liable for the delinquent rates or
charges for services or facilities of a tenant, nor may any
lien attach to real property for the reason of delinquent
rates or charges for services or facilities of a tenant of the
real property, unless the owner has contracted directly
with the public service district to purchase the services or
facilities.

(g) Anything in this section to the contrary notwith-
standing, any establishment, as defined in section three,
article eleven, chapter twenty-two of this code, now or
hereafter operating its own sewage disposal system
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pursuant to a permit issued by the Department of Envi-
ronmental Protection, as prescribed by section eleven of
said article, is exempt from the provisions of this section.

{(h} A public service district which has been designated
by the Environmental Profection Agency as an entity to
serve a West Virginia Separate Sform Sewer System
community shall prepare an annual report detailing the
collection and expenditure of rates, fees or charges and
make it available for public review at the place of business
of the governing body and the stormwater utility main
office.

CHAPTER 24. PUBLIC SERVICE COMMISSION.

ARTICLE 3. DUTIES AND PRIVILEGES OF PUBLIC UTILITIES SUBJECT

TO REGULATIONS OF COMMISSION.

§24-3-10. Termination of water service for delinquent sewer

bills.

(a) In the event that any publicly or privately owned
utility, city, incorporated town, municipal corporation or
public service district owns and operates either water
facilities or sewer facilities, and a privately owned public
utility or a public utility that is owned and operated by a
homeowners’ association owns and operates the other kind
of facilities, either water or sewer, then the privately
owned public utility or the homeowners’ association may
contract with the publicly or privately owned utility, city,
incorporated town, or public service district which
provides the other services to shutoff and discontinue the
supplying of water service for the nonpayment of sewer
service fees and charges.

(b) Any contracts entered into by a privately owned
public utility or by a public utility that is owned and
operated by a homeowners’ association pursuant to this
section must be submitted to the Public Service Commis-
gion for approval.
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JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

RESOLUTION OF THE JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT AUTHORIZING THE ISSUANCE OF THE SEWER
REFUNDING REVENUE BONDS, 2010 SERIES A IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE THAN
$1,975,000, FOR THE PURPOSES OF CURRENTLY REFUNDING,
TOGETHER WITH OTHER FUNDS OF THE DISTRICT, THE SEWER
REFUNDING REVENUE BONDS, SERIES 1998A AND PAYING THE
COSTS OF ISSUANCE THEREOF; AUTHORIZING THE REFUNDING
OF SUCH BONDS; PROVIDING AS TO THE TERMS AND
PROVISIONS OF THE BONDS; AUTHORIZING THE EXECUTION
AND DELIVERY OF AN ESCROW AGREEMENT, A CONTINUING
DISCLOSURE AGREEMENT AND OTHER DOCUMENTS;
AUTHORIZING AND APPROVING THE SALE AND DELIVERY OF
SUCH BONDS; DESIGNATING A TRUSTEE AND PAYING AGENT;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE REGISTERED OWNERS OF SUCH BONDS; AND
ADOPTING OTHER PROVISIONS WITH RESPECT THERETO.

WHEREAS, Jefferson County Public Service District (the “Issuer”) presently owns and
operates a public sewerage system (the “System™) and has heretofore financed, in part, the
acquisition and construction of the System and certain additions, extensions and improvements
thereto by issuance of the Prior Bonds (as hereinafter defined), including its Sewer Refunding
Revenue Bonds, Series 1998A, dated February 15, 1998, issued in the original aggregate principal
amount of $2,430,000 (the “Bonds to be Refunded™);

- WHEREAS, under the provisions of Chapter 16, Article 13A of the West Virginia Code of
1931, as amended (the “Act™), the Issuer is authorized and empowered to issue refunding revenue
bonds for the purpose of retiring or refinancing all or any apart of the outstanding Bonds to be
Refunded;

WHEREAS, the Issuer is advised that present value debt service savings will be realized as
a result of the refunding of the Bonds to be Refunded;

WHEREAS, the Issuer has determined and hereby determines that it would therefore be to
the benefit of the Issuer and its customers to refund the Bonds to be Refunded and to redeem the
Bonds to be Refunded on the Redemption Date (hereinafter defined), in the manner set forth herein
with proceeds of a series of bonds to be designated “Sewer Refunding Revenue Bonds, 2010 Series
A” (the “2010 Bonds™), in the maximum aggregate principal amount of not more than $1,975,000,
together with other moneys of the Issuer;



WHEREAS, the Bohds to be Refunded were issued pursuant to a resolution of the Issuer
duly adopted on February 26, 1998, as supplemented by a resolution of the Issuer duly adopted on
February 26, 1998 (collectively, the “1998 Resolution™);

WHEREAS, the Issuer now desires to authorize the refunding of the Bonds to be Refunded :
as aforesaid, and to provide for the financing thereof by the issuance of the 2010 Series A Bonds as |
hereinafter provided; .

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF JEFFERSON COUNTY
PUBLIC SERVICE DISTRICT:



ARTICLE I
DEFINITIONS; STATUTORY AUTHORITY; FINDINGS
Section 1.01. Definitions.  All capitalized terms used in this Resolution and not

otherwise defined in the recitals or in the text hereof shall have the meanings specified below,
unless the context expressly requires otherwise:

“2010 Series A Bonds” or “Bonds” means the Sewer Refunding Revenue Bonds, 2010
Series A of the Issuer, originally authorized to be issued pursuant to this Resolution.

#2010 Series A Bonds Redemption Account” means the 2010 Series A Bonds Redemption
Account created by Section 4.02 hereof.

“2010 Series A Bonds Reserve Account’” means the 2010 Series A Bonds Reserve Account
created by Section 4.02 hereof.

#2010 Series A Bonds Reserve Requirement” means, as of any date of calculation, the lesser
of (i) 10% of the original stated principal amount of the 2010 Series A Bonds; (ii) the maximum
amount of principal and interest which will become due on the 2010 Series A Bonds in any year; or
(ii1) 125% of the average amount of principal and interest which will become due on the 2010
Series A Bonds.

“2010.Series A Bonds Sinking Fund” means the 2010 Series A Bonds Sinking Fund created
by Section 4.02 hereof.

“Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as amended and
in effect on the date of delivery of the 2010 Series A Bonds.

“Authority” means the West Virginia Water Development Authority.

“Authority Bonds™ means, collectively, the bonds which the Authority, or its successor, is
the original purchaser of, being the Series 1988 B, the Series 1993 A Bonds, the Series 1998 B
Bonds, the Series 1998 C Bonds, the Series 1999 A Bonds, the Series 2000 A Bonds and the Series
2008 A Bonds.

“Authorized Denominations™ means denominations of $5,000 and any integral multiple
thereof.

“Authorized Newspaper” means 2 financial journal or newspaper of general circulation in
the City of New York, New York, printed in the English language and customarily published on
each business day of the Registrar, whether or not published on Saturdays, Sundays or legal
holidays, and so long as so published, shall include The Bond Buyer and Redemption Digest.

“Authorized Officer” means the Chairman of the Governing Body of the Issuer or any
Acting Chairman duly selected by the Governing Body.



“Beneficial Owner” means the purchaser of a beneficial interest in the Bonds when the
Bonds are held by the Securities Depository in the Book-Entry System, and otherwise means a
Bondholder.

“Bond Commission” means the West Virginia Municipal Bond Commission or any other
agency of the State of West Virginia which succeeds to the functions of the Bond Commission.

“Bond Counsel” shall mean any law firm having a national reputation in the field of
municipal law whose opinions are generally accepted by purchasers of municipal Bonds, appointed
by the Issuer, and shall initially mean Spilman Thomas & Battle, PLLC, Charleston, West Virginia.

“Bondholder,” “Holder of the Bonds,” “Owner of the Bonds” or any similar term means any
person who shall be the registered owner of any outstanding Bond.

“Bond Register” means the books of the Issuer maintained by the Registrar for the
registration and transfer of Bonds.

“Bond Year” means the 12-month period beginning on the anniversary of the Closing Date
in each year and ending on the day prior to the anniversary date of the Closing Date in the following
year, or such other period as shall be determined by the Issuer, except that the first Bond Year shall
begin on the Closing Date.

“Bonds™ means, collectively, the 2010 Series A Bonds and the Prior Bonds, and any
additional parity Bonds hereafter issued within the terms, resirictions and conditions contained
herein.

“Bonds to be Refunded” means the Issuer’s Sewer Refunding Revenue Bonds, Series 1998
A, dated February 15, 1998, issued in the original aggregate principal amount of $2,430,000.

“Book~Entry System” means the system maintained by the Securities Depository
described in Section 3.11.

“Business Day” means any day other than a Saturday, Sunday or a day on which national
banking associations or West Virginia banking corporations are authotized by law to remain closed.

"Certificate of Authentication and Registration” means the Certificate of Authentication and
Registration on the 2010 Series A Bonds, in substantially the form set forth in Exhibit A — BOND
FORM hereto.

“Certificate of Determination™ means the Certificate setting forth the final terms of the 2010
Series A Bonds as more fully described in Section 2.03 hereof.

“Chairman” means the Chairman of the Governing Body of the Issuer.

“Closing Date™ means the date upon which there is an exchange of the 2010 Series A Bonds
for the proceeds representing the original purchase price thereof.



“Code” shall mean the Internal Revenue Code of 1986, as amended and supplemented from
time to time, and Regulations thereunder.

“Continuing Disclosure Agreement” means any continuing disclosure agreement between
the Issuer and Digital Assurance Certification, L.L.C. or other entity serving as disclosure agent,
with respect to the Bonds, as amended or supplemented that is required by, and complies with, the
provisions of Rule 15¢2-12 promulgated by the Securities and Exchange Commission.

“Costs” or “Costs of Issuance” means all items of expense directly or indirectly payable by
or reimbursable to the Issuer and related to the authorization, issuance, sale and delivery of the
Bonds, including but not limited to costs of preparation and reproduction of documents, printing
expenses, filing and recording fees, initial fees and charges of the Paying Agent, Registrar and its
counsel, legal fees and charges, fees and disbursements of consultants and professionals, fees and
charges for preparation, execution and safekeeping of the Bonds and any other cost, charge or fee in
connection with the original issuance of the Bonds.

“Costs of Issuance Fund” means the Costs of Issuance Fund created by Section 4.01 hereof.

“Depository Bank” means the bank appointed and approved to serve as depository bank and
eligible under the laws of the State of West Virginia to receive deposits of state and municipal funds
and insured by the FDIC in the Certificate of Determination.

“DTC” means the Depository Trust and Clearing Company, New York, New York, or its
successor thereof.

“DTC-eligible” means, with respect to the 2010 Series A Bonds, meeting the qualification
prescribed by DTC.

“Electronic Means” means telecopy, telegraph, telex, facsimile transmission, email
transmission or other similar electronic means of communication, including a telephonic
communication confirm by writing or written transmission,

“Escrow Agent” means the Bond Commission, hereby appointed and approved to serve as
the Escrow Agent under the Escrow Agreement.

“Escrow Agreement” or “Escrow Deposit Agreement” means the Escrow Agreement to be
entered into between the Issuer and the Escrow Agent, providing for the defeasance and ultimate
payment of the Bonds to be Refunded, the deposit therein of proceeds of the 2010 Series A Bonds,
the disposition of moneys in the various funds and accounts of the Bonds to be Refunded under the
1998 Resolution and other matters in connection wherewith, and substantially in the form attached
hereto as Exhibit C.

“Escrow Deposit Fund” means the escrow deposit trust fund established pursuant to the
Escrow Agreement.

“Event of Default” means any occurrence or event specified in Section 7.01.




“FDIC” means the Federal Deposit Insurance Corpbration or any successor to the functions
of the FDIC.

“Fiscal Year” means each 12-month period beginning on July 1 and ending on the
succeeding June 30.

“Governing Body” or “Board” means the public service board of the Issuer, as it may now
or hereafter be constituted.

“Government Obligations” means direct obligations of, or obligations the timely payment of
the principal of and interest on which is guaranteed by, the United States of America.

“Gross Revenues” means the aggregate gross operating and non-operating revenues of the
System, as hereinafter defined, determined in accordance with generally accepted accounting
principles in effect at the time of such calculation, after deduction of prompt payment discounts, if
any, and reasonable provision for uncollectible accounts; provided, that “Gross Revenues” does not
include any gains from the sale or other disposition of, or from any increase in the value of, capital
assets (including Qualified Investments, as hereinafter defined), or any Tap Fees, as hereinafter
defined.

“Independent Accountants™ means any certified public accountant or firm of certified public
accountants that shall at any time hereafter be retained by the Issuer to prepare an independent
annual or special audit of the accounts of the System or for any purpose except keeping the accounts
for the System in the normal operation of its business and affairs.

“Issuer” means Jefferson County Public Service District, a public service district and public
corporation and political subdivision of the State of West Virginia, in Jefferson County of said
State, and, unless the context clearly indicates otherwise, includes the Governing Body of the Issuer.

“Interest Payment Date” means the interest payment dates designated in the Certificate of
Determination.

“Maturity Date” means the maturity date designated in the Certificate of Determination.

“Net Proceeds” means the face amount of the 2010 Series A Bonds, plus accrued interest
and premium, if any, less original issue discount, if any, and less proceeds deposited in the 2010
Series A Bonds Reserve Account. For purposes of the Privaie Business Use limitations set forth
herein, the term Net Proceeds shall include any amounts resulting from the investment of proceeds
of the 2010 Series A Bonds, without regard to whether or not such investment is made in tax-
exempt obligations.

“Net Revenues” means the balance of the Gross Revenues, remaining after deduction of
Operating Expenses, as hereinafter defined.




“Nonpurpose Investment” means any investment property which is acquired with the gross
proceeds of the 2010 Series A Bonds and is not acquired in order to carry out the governmental
purpose of the 2010 Series A Bonds.

“Notes” means the Refunding Sewerage System Bond Anticipation Notes, Series 2010
issued in an aggregate principal amount of $750,000 as set forth in Section 1.03(C).

“Operating Expenses” means the reasonable, proper and necessary costs of repair,
maintenance and operation of the System and includes, without limiting the generality of the
foregoing, administrative, engineering, legal, auditing and insurance expenses, other than those
capitalized as part of the costs, fees and expenses of the Authority, fiscal agents, the Depository
Bank, the Registrar and the Paying Agent (all as herein defined), other than those capitalized as part
of the costs, payments to pension or retirement funds, taxes and such other reasonable operating
costs and expenses as should normally and regularly be included under generally accepted
accounting principles in effect as of the date of calculation; provided, that “Operating Expenses”
does not include payments on account of the principal of or redemption premium, if any, or interest
on the Bonds, charges for depreciation, losses from the sale or other disposition of, or from any
decrease in the value of, capital assets, amortization of debt discount or such miscellaneous
deductions as are applicable to prior accounting periods.

“Original Purchaser” means Crews & Associates, Inc., as the purchasers of the 2010 Series
A Bonds directly from the Issuer, or, if the Issuer and such Original Purchaser do not agree to the
purchase of the 2010 Series A Bonds with interest rates and other terms allowable under the Act,
such other person or persons, firm or firms, bank or banks, corporation or corporations or such other
entity or entities as shall purchase the 2010 Series A Bonds directly from the Issuer; provided, that
the Original Purchaser and the Issuer shall agree to the purchase of the Bonds, including the exact
principal amount thereof and interest rate or rates thereon, all as determined by the Certificate of
Determination. '

“Outstanding,” when used with reference to the 2010 Series A Bonds and as of any
particular date, describes all Bonds theretofore and thereupon being issued and delivered except (2)
any Bond canceled by the registrar for such Bond at or prior to said date; (b) any Bond for the
payment of which moneys, equal to its principal amount, with interest to the date of maturity, shall
be held in trust under this Resolution and set aside for such payment (whether upon or prior to
maturity); (¢) any Bond deemed to have been paid as provided by Section 9.01; and (d) with respect
to determining the number or percentage of Bondholders or Bonds for the purpose of consents,
notices and the like, any Bond registered to the Issuer.

“Participant” means one of the entities which deposit securities, directly or indirectly, in
the Book-Entry System.

“Parity Bonds” means additional Bonds issued under the provisions and within the
limitations prescribed by Section 6,07 hereof.

“Paying Agent” means the Bond Commission, and any successor thereto appointed in
accordance with Section 8.12 hereof.



“Principal Payment Date” means, with respect to a Bond, the date on which principal of
such Bond becomes due and payable, either by maturity, redemption, acceleration or otherwise.

“Prior Bonds” means, collectively, the Series 1988B Bonds, the Series 1993 A Bonds, the
Series 1998B Bonds, the Series 1998C Bonds, the Series 1999A Bonds, the Series 2000A Bonds
and the Series 2008 A Bonds of the Issuer as more fully described in preambles hereto.

“Prior Resolution” means, collectively, the resolutions of the Issuer, as supplemented,
authorizing the Prior Bonds.

“Private Business Use™ means use directly or indirectly in a trade or business carried on by a
natural person, including all persons “related” to such person within the meaning of Section
144(a)(3) of the Code, or in any activity carried on by a person other than a natural person,
including all persons “related” to such person within the meaning of Section 144(a)(3) of the Code,
excluding, however, use by a state or local governmental unit and use as a member of the general
public. All of the foregoing shall be determined in accordance with the Code, including, without
limjtation, giving due regard to “incidental use,” if any, of the proceeds of the issue and/or proceeds
used for “qualified improvements™ if any.

“Purchase Price,” for the purpose of computation of the Yield of the 2010 Series A Bonds,
has the same meaning as the term “issue price” in Sections 1273(b) and 1274 of the Code, and, in
general, means the initial offering price of the 2010 Series A Bonds to the public (not including
bond houses and brokers, or similar persons or organizations acting in the capacity of underwriters
or wholesalers), at which price a substantial amount of the 2010 Series A Bonds of each maturity is
sold or, if the 2010 Series A Bonds are privately placed, the price paid by the first buyer of the 2010
Series A Bonds or the acquisition cost of the first buyer. “Purchase Price,” for purposes of
computing Yield of Nonpurpose Investments, means the fair market value of the Nonpurpose
Investments on the date of used of Gross Proceeds of the 2010 Series A Bonds for acquisition
thereof, or if later, on the date that Investment Property constituting a Nonpurpose Investment
becomes a Nonpurpose Investment of the 2010 Series A Bonds.

“Qualified Investments™ means investments in any of the following:
(D Cash (insured at all times by the Federal Deposit Insurance Corporation);

2) Obligations of, or obligations guaranteed as to principal and interest by, the
U.S. or any agency or instrumentality thereof, when such obligations are backed by the full
faith and credit of the U.S.;

(3)  Obligations of Government — Sponsored Agencies that are not backed by the
full faith and credit of the U.S. Government and which are rated “Aaa by Moody’s and
“AAA” by S&P or any successor thereto,

4) Interest bearing accounts, demand deposits, including interest bearing money
market accounts, time deposits, trust deposits, overnight bank deposits or certificates of
deposit which are fully secured by obligations of the type described in clause(2) or (3) above



or which are issued by banks or trust companies, including, but not limited to the Trustee
and any of its affiliates, organized under the laws of the United States of America or any
state thereof, which have combined capital and surplus of at least $25,000,000;

(5) U.S. dollar denominated deposit accounts, federal funds and bankers’
acceptances with domestic commercial banks which have a rating on their short term
certificates of deposit on the date of purchase of “P-1” by Moody’s and “A-1” or “A-1+" by
S&P and maturing not more than 360 calendar days after the date of purchase. (Ratings on
holding companies are not considered as the rating of the bank);

(6) Commercial paper which is rated at the time of purchase in the single highest
classification, “P-1” by Moody’s and “A-1+" by S&P and which matures not more than 270
calendar days after the date of purchase;

(N Investments in a money market fund rated “AAAm” or “AAAmM-~G” or better
by S&P;

® Pre-refunded Municipal Obligations defined as follows: any bonds or other
obligations of any state of the United States of America or of any agency, instrumentality or
local governmental unit of any such state which are not callable at the option of the obligor
prior to maturity or as to which irrevocable instructions have been given by the obligor to
call on the date specified in the notice; and

(A)  which are rated, based on an irrevocable escrow account or fund (the
“escrow”), in the highest rating category of Moody’s or S&P or any successors
thereto; or

(B) (1) which are fully secured as to principal and interest and redemption
premium, if any, by an escrow consisting only of cash or obligations described in
paragraph (2) above, which escrow may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the Maturity Date or dates thereof or the specified redemption date or
dates pursuant to such irrevocable instructions, as appropriate, and (ii) which escrow
is sufficient, as verified by a nationally recognized independent certified public
accountant, to pay principal of and interest and redemption premium, if any, on the
bonds or other obligations described in this paragraph on the Maturity Date or dates
specified in the irrevocable instructions referred to above, as appropriate.

(9) Municipal obligations rated “Aaa/AAA” or general obligations of States
with a rating of “A2/A” or higher by both Moody’s and S&P; and

(10) Investment Agreements (including repurchase agreements) provided by an
institution with a rating of at least “A2/A)” without regard to qualifier, numerical or
otherwise, by Moody’s and S&P.

“Rebate Fund” means the fund by that name established pursuant to Section 4,01 hereof.




“Record Date” means the day of the month which shall be so stated in the 2010 Series A
Bonds, regardless of whether such day is a Saturday, Sunday or legal holiday. -

“Redemption Date” means the date fixed for redemption of the Bonds to be Refunded or
any other Bonds of the Issuer called for redemption.

“Redemption Price” means the price at which the Bonds to be Refunded or any other Bonds
of the Issuer may be called for redemption and includes the principal of and interest on such Bonds
to be redeemed, plus the interest and premium, if any, required to be paid to effect such redemption.

“Registrar” means the bank appointed and approved as the Registrar for the 2010 Series A
Bonds in the Certificate of Determination, and any successor thereto and appointed in accordance
with Section 8.08 hereof.

. “Regulations™ means temporary and permanent regulations promulgated under the Code,
and includes applicable regulations promulgated under the Internal Revenue Code of 1954.

“Renewal and Replacement Fund” means the Renewal and Replacement Fund created by
the 1998 Resolution and continued hereby.

“Resolution” means this Resolution and all orders and resolutions supplemental hereto or
amendatory hereof.

“Revenue Fund” means the Revenue Fund created by the 1998 Resolution and continued
hereby.

“Secretary” means the Secretary of the Governing Body of the Issuer.

“Securities Depository” means DTC or its nominee, and its successors and assigns, or
any successor appointed under Section 3.11.

“State” means the State of West Virginia.

“Supplemental Resolution” means any resolution that is amendatory and supplemental
hereto.

“Surplus Revenues” means the Net Revenues not required by this Resolution to be set aside
and held for the payment of or security for the Bonds or any other obligations of the Issuer,
including, without limitation, the Renewal and Replacement Fund and any reserve accounts.

“System” means the completc properties of the Issuer for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes, as presently existing in
its entirety or any integral part thereof, and shall include any additions, improvements and
extensions thereto hereafter constructed or acquired for the System from any sources whatsoever.
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“Tap Fees” means the fees, if any, paid by prospective customers of the System in order to
connect thereto.

“Tax Certificate” means the Tax Compliance Certificate of the Issuer, dated the Closing
Date and included in the transcript of which this Resolution is a part.

“Term Bonds™ means Bonds subject to mandatory sinking fund redemption, as described by
Section 3.06 hereof.

Words importing singular number shall include the plural number in each case and vice
versa; words importing persons shall include firms and corporations and vice versa; and words
importing the masculine gender shall include the feminine and neuter genders and vice versa; and
any requirement for execution or attestation of the Bond or any certificate or other document by the
Chairman or the Secretary shall mean that such Bond, certificate of other document may be
executed or attested by an Acting Chairman or Acting Secretary.

Additional terms and phrases are defined in this Resolution as they are nsed Accounting
terms not specifically defined herein shall be given meaning in accordance with generally accepted
accounting principles in effect as of the date of this Resolution. :

The terms “herein,” “hereunder,” “hereby,” “hereto,” “hereof” and any similar terms refer to
this Resolution; and the term “hereafter” means afier the date of adoption of this Resolution.

Articles, sections and subsections mentioned by number only are the respective articles,
sections and subsections of this Resolution so numbered.

Section 1.02. Authority for this Resolution. This Resolution is adopted pursuant to the
provisions of the Act and other applicable provisions of law.

Section 1.03. Findings. The Governing Body hereby finds and determines as follows:

A. The Issuer is a public service district and public corporation and political subdivision
of the State of West Virginia, in Jefferson County of said State,

B. The Issuer now owns and operates the System, the acquisition and construction of
which has been financed, in part, by the proceeds of the Outstanding Bonds.

C. The Issuer currently has outstanding its (i) Sewer Revenue Bonds, Series 1988B,
dated May 5, 1988, issued in the original aggregate principal amount of $425,767 (the “Series
1988B Bonds”), (ii) Sewer Revenue Bonds, Series 1993A (West Virginia SRF Program), dated
November 10, 1993, issued in the original aggregate principal amount of $971,000 (the “Series
1993A Bonds™), (iii) Sewer Revenue Bonds, Series 1998B (West Virginia SRF Program), dated
June 25, 1998, issued in the original aggregate principal amount of $599,089 (the “Series 1998B
Bonds™), (iv) Sewer Revenue Bonds, Series 1998C (West Virginia Infrastructure Fund), dated June
25, 1998, issued in the original aggregate principal amount of $662,039 (the “Series 1998C
Bonds™), (v) Sewer Revenue Bonds, Series 1999A (West Virginia SRF Program), dated December
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8, 1999, issued in the original aggregate principal amount of $378,363 (the “Series 1999A Bonds™),
(vi) Sewer Revenue Bonds, Series 2000A (West Virginia SRF Program), dated June 22, 2000,
issued in the original aggregate principal amount of $1,154,889 (the “Series 2000A Bonds™), and
(vii) Sewer Revenue Bonds, Series 2008 A (West Virginia SRF Program), dated June 18, 2008,
issued in the original aggregate principal amount of $2,005,000 (the “Series 2008A Bonds,” and
collectively with the Series 1988B Bonds, the Series 1993A Bonds, the Series 1998B Bonds, the
Series 1998C Bonds, the Series 1999A Bonds, the Series 2000A Bonds and the Series 2008 A
Bonds, the “Prior Bonds™). The Prior Bonds are payable from and secured by Net Revenues of the
System.

The Issuer also has outstanding its Refunding Sewerage System Bond Anticipation Notes,
Series 2010, dated January 6, 2010, issued in the aggregate principal amount of $750,000. The
Notes are payable only from and secured by a first lien on (i) the proceeds of revenue bonds or other
obligations of the Issuer to be issued subsequent to the issuance of the Notes to permanently finance
the costs of the Project; (ii) the proceeds of any grants received by the Issuer for the Project, and
(iii) the Surplus Revenues, if any, of the System. The Notes are subordinate in all respects to the
Prior Bonds.

D. The Issuer derives revenues from the System which are pledged for payment of the
Prior Bonds and the Notes. Except for such pledge thereof, said revenues are not pledged or
encumbered in any manner.

E. The Issuer intends to refund the Bonds to be Refunded in their entirety with
proceeds of the 2010 Series A Bonds and other funds for the Issuer, to issue the 2010 Series A
Bonds and to pledge the Net Revenues of the System for payment thereof on a parity with the Prior
Bonds and senior and prior to the Notes.

F. The 2010 Series A Bonds shall be issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in all other respects. The Issuer
has met the coverage requirements for issuance of parity bonds set forth in the Prior Resolutions and
has substantially complied with all other parity requirements, except to the extent that
noncompliance with any such other parity requirements is not of a material nature. Prior to the
issuance of the 2010 Series A Bonds, the Issuer will obtain the written consent of the Authority to
the issuance of the 2010 Series A Bonds on a parity with the Authority Bonds. Other than the Prior
Bonds, there are no outstanding bonds or obligations of the Issuer which are secured by revenues or
assets of the system. The Notes are secured, in part, by the Surplus Revenues, if any, of the System.

G. The estimated revenues to be derived in each year from the operation of the System
after the refunding and defeasance of the Bonds to be Refunded will be sufficient to pay all
Operating Expenses of the System and the principal of and interest on the Prior Bonds and the 2010
Series A Bonds and to make all other payments provided for in this Resolution.

H. Based upon the assumed principal amount, maturity schedule and interest rates for

the 2010 Series A Bonds presented to the Issuer by the Original Purchaser, and after making
allowance for the use of cash on hand of the Issuer, the 2010 Series A Bonds show a net present
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value debt service savings to the Issuer after deducting all expenses of the refunding and the costs of
issuing the 2010 Series A Bonds.

L The Issuer shall not sell the 2010 Series A Bonds without having first obtained the
prior written consent of the Authority or without approving the actual principal amount, maturity
schedule and interest rates for the 2010 Series A Bonds as set forth in the Certificate of
Determination, and the Issuer shall not issue the 2010 Series A Bonds without having obtained from
an independent certified public accountant or firm of independent certified public accountants, a
certification that the amount of savings stated to be achieved by the refunding shall in fact be saved,
based upon their review, comparison and analysis of the net interest cost in dollars of the 2010
Series A Bonds and the net interest cost in dollars of the Bonds to be Refunded.

I Subject to the determination and Certificate of Determination required by paragraph
H above, it is in the best interest of the Issuer, and the residents thereof, that the Issuer issue the
2010 Series A Bonds and secure the 2010 Series A Bonds by a pledge and assignment of the Net
Revenue derived from the operation of the System, the moneys in the 2010 Series A Bonds Sinking
Fund and the 2010 Series A Bonds Reserve Account, unexpended proceeds of the 2010 Series A
Bonds and as further set forth herein.

K. The 2010 Series A Bonds and the Certificate of Authentication and Registration to
be endorsed thercon are to be in substantially the forms set forth in Exhibit A- BOND FORM
attached hereto and incorporated herein by reference, with necessary and appropriate variations,
omissions and insertions as permitted or required by this Resolution or as deemed necessary by the
Registrar or the Issuer.

L. All things necessary to make the 2010 Series A Bonds, when authenticated by the
Registrar and issued as in this Resolution provided, the valid, binding and legal special obligations
of the Issuer according to the import hereof, and to validly pledge and assign those funds pledged
hereby to the payment of the principal of and interest on the 2010 Series A Bonds, will be timely
done and duly performed.

M.  The adoption of this Resolution, and the execution and issuance of the 2010 Series A
Bonds, subject to the terms thereof, will not result in any breach of, or constitute a default under,
any instrument to which the Issuer is a party or by which it may be bound or affected.

Section 1.04. Resolution Constitutes Contract. In consideration of the acceptance of the
2010 Series A Bonds by those who shall own or hold the same from time to time, this Resolution
shall be deemed to be and shall constitute a contract between the Issuer and such Bondholders, and
the covenants and agreements herein set forth to be performed by the Issuer shall be for the equal
benefit, protection and security of such Bondholders of any and all of such 2010 Series A Bonds, all
of which shall be of equal rank and without preference, priority or distinction between any one
Bond and any other Bond, by reason of priority of issuance or otherwise, except as expressly
provided therein and herein.
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ARTICLE 11

AUTHORIZATION OF REFUNDING, APPROVAL OF
DOCUMENTS AND CERTIFICATE OF DETERMINATION
AND AUTHORIZATION OF EXECUTION OF DOCUMENTS

Section 2.01.  Authorization of Refunding, All Bonds to be Refunded that are Outstanding
as of the date of issuance of the 2010 Series A Bonds are hereby ordered to be refunded pursuant to
the terms of the Escrow Agreement, and the pledge of Net Revenues in favor of the Holders of the
Bonds to be Refunded imposed by the 1998 Resolution, the moneys in the funds and accounts
created by the 1998 Resolution pledged to payment of the Bonds to be Refunded, and any other
funds pledged by the 1998 Resolution to payment of the Bonds to be Refunded are hereby ordered
terminated, discharged and released upon the payment into the Escrow Deposit Fund from the
proceeds of the 2010 Series A Bonds and from other moneys available therefor, of the following:
(a) if required by the Escrow Agreement, an amount equal to the fiscal and paying agent charges
and the Escrow Agent charges to become due and payable in connection with the Bonds to be
Refunded; and (b) an amount which will be simultaneously invested in Government Obligations
bearing interest and having maturities sufficient, together with certain cash which may also be
deposited, to provide for the payment of the principal of an interest on the Bonds to be Refunded as
the same become due, plus the premium, if any, to the first permitted Redemption Date thereof, and
on the Redemption Date thereof, and on the Redemption Date to pay the Redemption Price of the
Bonds to be Refunded, all set forth in the Escrow Agreement. Contemporaneously with the deposit
of the proceeds of the 2010 Series A Bonds and other moneys into the Escrow Deposit Fund, the
amounts on deposit in the sinking fund, including the reserve account therein, created and
maintained on behalf of the Bonds to be Refunded shall be released from the lien created by the
1998 Resolution and deposited in the Escrow Deposit Fund, the 2010 Series A Bonds Reserve
Account or such other fund or account as shall be set forth in the Escrow Agreement and invested as
provided therein.

Section 2.02. Details of the 2010 Series A Bonds.

(a) The 2010 Series A Bonds shall contain a recital that they are issued pursuant to the
Act.

(b)  The 2010 Series A Bonds shall have the following terms within the following limits,
as established in the Certificate of Determination:

(D The 2010 Series A Bonds will be issued in such series and in such original
principal amounts (the “Original Principal Amounts™) as determined in the
Certificate of Determination.

) The 2010 Series A Bonds will be dated as determined in the Certificate of
Determination. The date of the 2010 Series A Bonds will not be later than April 1,
2011.
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(3) The 2010 Series A Bonds will mature over a period of years as determined in
the Certificate of Determination, in serial maturities or term maturities. The final
maturity date will be not later than October 1, 2028. Term maturities may be subject
to mandatory sinking fund redemption as provided in the Certificate of
Determination. The maturity schedule in the Certificate of Determination will be
based on the recommendation of the Underwriter and the approval of the District
through the Certificate of Determination. The first principal payment of the 2010
Series A Bonds, either by serial maturity or mandatory sinking fund redemption will
not be later than the date set forth in the Certificate of Determination.

(4) The 2010 Series A Bonds will be fixed rate bonds and the interest rates shall
be set forth in the Certificate of Determination.

(5) The interest on the 2010 Series A Bonds will be payable on the Interest
Payment Date.

(6)  The 2010 Series A Bonds shall be subject to redemption in the manner and
under the circumstances set forth in the Certificate of Determination.

Section 2.03.  Certificate of Determination for the Issnance of the 2010 Series A Bonds.
The Chairman, Secretary and Treasurer of the Board shall each have the power and authority to
execute and deliver the Certificate of Determination, in accordance with Section 2.02, which may
include, without limitation, provisions (i) fixing the series and Original Principal Amount of the
2010 Series A Bonds to be issued at an aggregate amount not to exceed $1,975,000, (ii) fixing the
maturity or maturities of the 2010 Series A Bonds, including the amounts of serial bonds and term
bonds, provided that no such maturity shall be later than October 1, 2028, (iii} fixing the interest
rates for the 2010 Series A Bonds, which interest rates shall not in the aggregate exceed seven and
¥2 percent (7.5%) per annum, (iv) fixing the amounts, times, terms and conditions of mandatory or
optional redemption of the 2010 Series A Bonds, (v) fixing the purchase price for the 2010 Series A
Bonds, which may include an underwriting discount and an original issue discount or premium, (vi)
fixing the date or dates of the 2010 Series A Bonds, (vii) fixing the interest payment dates and the
principal payment date, and (viii) designating the Depository Bank, the Registrar and providers of
other services which may be deemed by such officer executing the Certificate of Determination as
necessary or desirable to support the 2010 Series A Bonds, to the extent applicable.

Section 2.04._ Approval of Other Documents. The forms, terms and provisions of the
Certificate of Determination, Escrow Agreement, Purchase Contract, and Continuing Disclosure
Agreement (collectively, the “Closing Documents™), substantially in the forms attached hereto as
Exhibit B, Exhibit C, Exhibit D and Exhibit E presented at this meeting, providing for the issuance
of the Bonds for the purposes set forth herein are in all respects approved, the execution of the
Closing Documents by the Chairman, Secretary or Treasurer of the Board to be conclusive evidence
of such approval.

The Chairman, Secretary and Treasurer of the Board are each authorized and empowered for
and on behalf of the Issuer to execute, acknowledge and deliver each of the Closing Documents, in
substantially the form presented at this meeting, with such changes therein as such Chairman,
Secretary and Treasurer executing the same may deem necessary or desirable, such officer’s
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execution of each of the Closing Documents to be conclusive evidence of such officer’s approval of
such changes. In addition, the Chairman, Secretary and Treasurer of the Board upon consultation
with counsel to the Issuer, are each authorized and empowered for and on behalf of the Issuer to
execute, acknowledge and deliver such other agreements, documents, certificates or instruments,
required to consummate the transactions contemplated by the Closing Documents (the “Other
Transaction Documents™) upon such terms and conditions as such officer shall deem acceptable to
the Issuer; and such officer’s execution of each of the Other Transaction Documents shall be
conclusive evidence of such officer’s approval of the terms and conditions thereof. The Secretary is
hereby further authorized and empowered to affix the seal of the Issuer and to attest to the same for
and on behalf of the Issuer in connection with the execution of any of the Closing Documents or
Other Transaction Documents.

The Chairman, Secretary and Treasurer of the Board are each hereby authorized to take any
action, execute any document, or give any consent which may from time to time be required by the
Issuer under any of the aforesaid documents or this Resolution, Any such action taken or document
executed or consent given by such officer in his or her capacity as an officer of the Board shall be
deemed to be an act by the Issuer and any such action, execution or consent shall be conclusive
evidence that the same is authorized by this Resolution.

As specifically provided in the Act, no recourse shall be had by any person for any claims
based on any of the aforesaid documents or any instruments or documents related thereto against
any official, member, director, officer or employee of the Issuer alleging personal liability on the
part of such person.

Section 2.05. Disclosure Documents. The counsel for the Underwriter shall prepare a
disclosure document in the form of a preliminary official statement (the “Preliminary Official
Statement”), substantially in the form attached hereto as Exhibit F presented at this mecting. The
Board authorizes and directs the Chairman of the Board, after consultation with the Issuer’s legal
counsel, to approve the form and substance of the Preliminary Official Statement. The Board
authorizes the Underwriter to use and distribute, or authorize the use and distribution of, that
Preliminary Official Statement. The Board authorizes the Chairman, Secretary and Treasurer to
prepare or cause to be prepared, and to make or authorize modifications, completions or changes of
or supplements to, a final official statement for the Bonds (the “Final Official Statement” and,
together with the Preliminary Official Statement, the “Official Statement™) and to use and
distribute, or authorize the use and distribution of, the Official Statement and any supplements in
connection with the issuance of the Bonds, The Board further authorizes and directs the Chairman,
Secretary or Treasurer of the Board to determine, and to certify or otherwise represent, when the
Preliminary Official Statement is to be “deemed final” (except for permitted omissions) and when
the Final Official Statement is a “final official statement™ for purposes of Securities and Exchange
Commission Rule 15¢2-12 (the “SEC Rule”) and to sign the Final Official Statement on behalf of
the Issuer, together with certificates, statements or other documents, in connection with the finality,
accuracy and completeness of the Official Statement. The signing of the Final Official Statement by
the Chairman, Secretary or Treasurer will constitute conclusive evidence of the approval of those
changes to the Final Official Statement.
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ARTICLE III

THE BONDS

Section 3.01. Form and Payment of Bonds. No Bond shall be issued pursuant to this
Resolution except as provided in this Article III. Any Bonds issued pursuant to this Resolution after
the issuance of the 2010 Series A Bonds, as hereinafter provided, may be issued only as fully
registered Bonds without coupons, in the denomination of $5,000 or any integral multiple thereof
for any year of maturity. Bonds shall bear interest from the Interest Payment Date next preceding
the date of authentication or, if authenticated after the Record Date but prior to the applicable
Interest Payment Date or on such Interest Payment Date, from such Interest Payment Date or, if no
interest on such Bonds has been paid, from the date thereof; provided however, that, if, as shown by
the records of the Registrar, interest on such Bonds shall be in default, Bonds issued in exchange for
Bonds surrendered for transfer or exchange shall bear interest from the date to which interest has
been paid in full on the initial Bonds surrendered.

The principal of and the premium, if any, on the 2010 Series A Bonds shall be payable in
any coin or currency which, on the respective date of such payment, is legal tender for the payment
of public and private debts under the laws of the United States of America upon surrender at the
principal office of the Paying Agent. Interest on the Bonds shall be paid by check or draft made
payable and mailed to the Holder thereof at his address as it appears in the Bond Register at the
close of business on the Record Date, or, if requested, in the case of a Registered Owner of
$500,000 or more of the Bonds, by wire transfer to a domestic bank account specified in writing at
least 5 days prior to such Interest Payment Date by such Registered Owner.

In the event any Bond is redeemed in part, such bond shall be surrendered to and canceled
by the Registrar, and the Issuer shall execute, and the Registrar shall authenticate and deliver to the
Holder thereof, another Bond in the principal amount of said Bond then Qutstanding.

Section 3.02. Execution of Bonds. The 2010 Series A Bonds shall be executed in the
name of the Issuer by the Chairman, by his or her manual or facsimile signature, and the seal of the
Issuer shall be affixed thereto or imprinted thereon and attested by the Secretary by his or her
manual or facsimile signature; provided, that, all such signatures and the seal may be by facsimile,
In case any one or more of the officers who shall have signed or sealed any of the Bonds shall cease
to be such officer of the Issuer before the Bonds so signed and sealed have been actually sold and
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may be issued
as if the person who signed or sealed such Bonds had not ceased to hold such office. Any bonds
may be signed and sealed on behalf of the Issuer by such person as at the actual time of the
execution of such Bonds shall hold the proper office in the Issuer, although at the date of such
Bonds such person may not have held such office or may not have been so authorized.

Section 3.03. Authentication and Registration. No Bond shall be valid or obligatory for
any purpose or entitled to any security or benefit under this Resolution unless and until the
Certificate of Authentication and Registration on such Bond, substantially in the form set forth in
Exhibit A — BOND FORM attached hereto and incorporated herein by reference with respect to the
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2010 Series A Bonds, shall have been duly manually executed by the Registrar. Any such manually
executed Certificate of Authentication and Registration upon any such Bond shall be conclusive
evidence that such Bond has been authenticated, registered and delivered under this Resolution.
The Certificate of Authentication and Registration on any Bond shall be deemed to have been
executed by the Registrar if signed by an authorized officer of the Registrar but it shall not be
necessary that the same officer sign the Certificate of Authentication and Registration on all of the
Bonds issued hereunder.

Section 3.04. Negotiability and Registration. Subject to the requirements for transfer set
forth below, the 2010 Series A Bonds shall be, and have all of the qualities and incidents of,
negotiable instruments under the Uniform Commercial Code of the State, and each successive
Holder, in accepting any of said Bonds, shall be conclusively deemed to have agreed that such
Bonds shall be and have all of the qualities and incidents of negotiable instruments under the
Uniform commercial code of the State, and each successive Holder shall further be conclusively
deemed to have agreed that said Bonds shall be incontestable in the hands of a bona fide holder for
value.

So long as any of the 2010 Series A Bonds remains Outstanding, the Registrar shall keep
and maintain books for the registration and transfer of the Bonds. Bonds shall be transferable only
by transfer of registration upon the Bond Register by the registered owner thereof in person or by
his attorney or legal representative duly authorized in writing, upon surrender thereof, together with
a written instrument of transfer satisfactory to the Registrar duly executed by the registered owner
or such duly authorized attorney or legal representative. Upon transfer of a Bond, there shall be
issued at the option of the Holder or transferee another Bond or Bonds of the aggregate principal
amount equal to the unpaid amount of the transferred Bond and of the same series, interest rate and
maturity of said transferred Bond.

Upon surrender thereof at the office of the Registrar with a written instrument of transfer
satisfactory to the Registrar and duly executed by the registered owner or his attorney or legal
representative duly authorized in writing, Bonds may at the option of the Holder thereof be
exchanged for an equal aggregate principal amount of Bonds of the same series, maturity and
interest rate, in any authorized denominations.

In all cases in which the privilege of transferring or exchanging a 2010 Series A Bond is
exercised, Bonds shall be delivered in accordance with the provisions of this Resolution. All Bonds
swrrendered in any such transfer or exchange shall forthwith be canceled by the Registrar. Transfers
of Bonds, the initial exchange of Bonds and exchanges of Bonds in the event of partial redemption
of fully registered Bonds shall be made by the Registrar without charge to the Holder or the
transferee thercof, except as provided below. For other exchanges of Bonds, the Registrar may
impose a service charge. For every such transfer or exchange of bonds, the Registrar may make a
charge sufficient to reimburse its office for any tax or other governmental charge required to be paid
with respect to such transfer or exchange as a condition precedent to the exercise of the privilege of
making such transfer or exchange. The Registrar shall not be obliged to make any such transfer or
exchange of Bonds that have been called for redemption.
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Section 3.05. Bonds Mutilated. Destroyed, Stolen or Lost. In case any 2010 Series A
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may execute, in its
discretion, and the Registrar shall authenticate, register and deliver any new Bond of like series,
maturity and principal amount as the Bond, so mutilated, destroyed, stolen or lost, in exchange an
upon surrender and cancellation of, such mutilated Bond, or in lieu of and substitution for the Bond
destroyed, stolen or lost, an upon the Holder’s furnishing the Issuer and Registrar proof of his
ownership thereof and that said Bond has been destroyed, stolen or lost and satisfactory indemnity
and complying with such other reasonable regulations and conditions as the Issuer or the Registrar
may prescribe and paying such expenses as the Issuer or the Registrar may incur. The name of the
Bondholder listed in the Bond Register shall constitute proof of ownership. All Bonds so
surrendered shall be submitted to and canceled by the Registrar, and evidence of such cancellations
shall be given to the Issuer, by and through the Registrar, may pay the same, upon being
indemnified as aforesaid, and, if such Bond be lost, stolen or destroyed, without surrender therefor.

Any such duplicate Bonds issued pursuant to this section shall constitute original, additional
contractual obligations on the part of the Issuer, whether or not the lost, stolen or destroyed Bonds
be at any time found by any one, and such duplicated Bonds shall be entitled to equal and
proportionate benefits and rights as to lien and source of and security for payment from the
Revenues pledged herein with all other Bonds issued hereunder.

Section 3.06. Term Bonds. In the event Term Bonds are issued pursuant to this
Resolution, the following provisions shall apply:

A. The amounts to be deposited, apportioned and set apart by the Issuer from the
Revenue Fund and into the 2010 Series A Bonds Redemption Account in accordance with
Subsection 4.03A(2) shall include (after credit as provided below) on the first of each month,
beginning on the first day of that month with is 12 months prior to the first mandatory Redemption
Date of said Term Bonds, a sum equal to 1/12" of the amount required to redeem the principal
amount of such Term Bonds which are to be redeemed as of the next ensuing mandatory
Redemption Date, which amounts and dates, if any, with respect to a series of Bonds shall be set
forth in Certificate of Determination relating thereto.

B. At its option, to be exercised on or before the 60" day next preceding any such
mandatory Redemption Date, the Issuer may (a) deliver to the Registrar for cancellation such Term
Bonds in any aggregate principal amount desired or (b) receive a credit in respect of its mandatory
redemption obligation for any such Term Bonds which prior to said date have been redeemed
(otherwise than pursuant to this section) and canceled by the Registrar and not theretofore applied as
a credit against any such mandatory redemption obligation. Each Term Bond so delivered or
previously redeemed shall be credited by the Registrar at 100% of the principal amount thereof
against the obligation of the Issuer on such mandatory Redemption Date, and Term Bonds delivered
in excess of such mandatory redemption obligation shall be credited against future mandatory
redemption obligations in the order directed by the Issuer, and the principal amount of such Term
Bonds to be redeemed pursuant to mandatory sinking fund redemption shall be accordingly
reduced.
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C. The Issuer shall on or before the 60™ day next preceding each mandatory
Redemption Date furnish the Registrar and the Bond Commission with its certificate indicating
whether and to what extent the provisions of (a) and (b) of the preceding paragraph are to be utilized
with respect to such mandatory redemption payment and stating, in the case of the credit provided
for in (b) of the preceding paragraph, that such credit has not theretofore been applied against any
mandatory redemption obligation.

D. After said 60™ day but prior to the date on which the Registrar selects the Term
Bonds to be redeemed, the Bond Commission may use the moneys in the 2010 Series A Bonds
Redemption Account to purchase Term Bonds at a price less than the par value thereof and accrued
interest thereon. The Bond Commission shall advise the Issuer and the Registrar of any Term
Bonds so purchased, and they shall be credited by the Registrar at 100% of the principal amount
thereof against the obligation of the Issuer on such mandatory Redemption Date, and any excess
shall be credited against future mandatory redemption obligations in the order directed by the Issuer,
and the principal amount of such Term Bonds to be redeemed pursuant to mandatory sinking fund
redemption shall be accordingly reduced.

E. The Registrar shall call for redemption, in the manner provided herein, an aggregate
principal amount of such Term Bonds, at the principal amount thereof plus interest accrued to the
Redemption Date (interest to be paid from the 2010 Series A Bonds Sinking Fund), as will exhaust
as nearly as practicable such 2010 Series A Bonds Redemption Account payment designated to be
made in accordance w1th paragraph (A) of this section. Such redemption shall be by random
selection made on the 45% day preceding the mandatory Redemption Date, in such manner as may
be determined by the Registrar. For purposes of this section, “Term Bonds” shall include any
portion of a fully registered Term Bond, in integrals of $5,000.

Section 3.07. Notice of Redemption. Unless waived by any Holder of the 2010 Series A
Bonds to be redeemed, official notice of any redemption shall be given by the Registrar on behalf of
the Issuer by mailing a copy of an official redemption notice by registered or certified main at least
30 days and not more than 60 days prior to the date fixed for redemption to the Original Purchaser
and the registered owner of the Bond or Bonds to be redeemed at the address shown on the Bond
Register or at such other address as is furnished in writing by such registered owner to the Bond
Registrar.

So Long as DTC (as CEDE & CO.) is the registered Owner of the 2010 Series A Bonds, the
Registrar shall send all notices of redemption to DTC and shall verify that DTC has received notice.
Copies of all redemption notices relating to optional redemption of the 2010 Series A Bonds shall
also be sent to registered securities depositories and to Standard & Poor’s Called Bond Record.

All official notices of redemption shall be dated and shall state:

(1) The Redemption Date,

(2) ‘The Redemption Price,
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(3)  Ifless than all outstanding Bonds are to be redeemed, the identification (and,
in the case of partial redemption, the respective principal amount) of the Bonds to be
redeemed,

(4)  That on the Redemption Date the Redemption Price and interest accrued will
become due and payable upon each such Bond or portion thereof called for redemption, and
that interest thereon shall cease to accrue from and after said date,

(5). The place where such Bonds are to be surrendered for payment of the
Redemption Price, which place of payment shall be the principal office of the Registrar, and

(6)  Such other information, if any as shall be required for DTC-Eligible Bonds.

If funds sufficient to redeem all Bonds called for optional redemption have not been
deposited with the Paying Agent at the time of mailing any notice of optional redemption, such
notice shall also state that such optional redemption is subject to the deposit of such money with the
Paying Agent on or before the Redemption Date. If such moneys are not so deposited, the Registrar
shall notify all holders of Bonds called for redemption of such fact.

Official notice of redemption having been given as aforesaid, the Bonds or portions of
Bonds so to be redeemed shall, on the Redemption Date, become due and payable at the
Redemption Price therein specified, and from and afier such date (unless the Issuer shall default in
the payment of the Redemption) such Bonds or portions of Bonds shall cease to bear interest. Upon
surrender of such Bonds for redemption in accordance with said notice, such bonds shall be paid by
the Registrar at the Redemption Price. Installments of interest due on or prior to the Redemption
Date shall be payable as herein provided for payment of interest. Upon surrender for any partial
redemption of any Bond, there shall be prepared for the registered owner a new Bond or Bonds of
the same maturity in the amount of the unredeemed principal of such Bond. All Bonds which have
been redeemed shall be canceled and destroyed by the Bond Registrar and shall not be reissued.

Failure to receive such notice or any defect therein or in the mailing thereof shall not affect
the validity of proceedings for the redemption of Bonds, and the failure to mail or otherwise send
such notice shall not affect the validity of proceedings for the redemption of any portion of Bonds
for which there was no such failure.

Section 3.08. Persons Treated as Owners. The Issuer, the Registrar and any agent of the
Issuer or the Registrar may treat the person in whose name any Bond is registered as the owner of
such Bond for the purpose of receiving payment of the principal of, and interest on, such Bond and
for all other purposes, whether or not such Bond is overdue.

Section 3.09. Temporary Bonds. Until Bonds of any series in definitive form are ready for
delivery, the Issuer may execute and the Registrar shall authenticate, register, if applicable, and
deliver, subject to the same provisions, limitations and conditions set forth in this Article IIT, one or
more printed lithographed or typewritten Bonds in temporary form, substantially in the form of the
definitive Bonds of such series, with appropriate omissions, variations and insertions, and in
authorized denominations. Until exchanged for Bonds in definitive form, such Bonds in temporary
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form shall be entitled to the lien and benefit created under this Resolution. Upon the presentation
and surrender of any Bond or Bonds in temporary form, the Issuer shall, without unreasonable
delay, prepare, execute and deliver to the Registrar, and the Registrar shall authenticate, registers, if
applicable, and deliver, in exchange therefor, a Bond or Bonds in definitive form, Such exchange
shall be made by the Registrar without making any charge therefor to the Holder of such Bond in
temporary form.

Section 3.10.  Authorization of Bonds. For the purposes of paying a portion of the costs of
refunding all of the Bonds to be Refunded of the Issuer, funding the 2010 Series A Bonds Reserve
Account and paying costs in connection therewith, there shall be issued the 2010 Series A Bonds of
the Issuer, in an aggregate principal amount of not more than $1,975,000. The 2010 Series A Bonds
shall be designated “Sewer Refunding Revenue Bonds, 2010 Series A” and shall be issued in fully
registered form, in Authorized Denominations for any year of maturity, not exceeding the aggregate
principal amount of 2010 Series A Bonds maturing in the year of maturity for which the
denomination is to be specified. The 2010 Series A Bonds shall be numbered from AR-1
consecutively upward. The 2010 Series A Bonds shall be dated; shall be in such aggregate principal
amount; shall bear interest at such rate or rates, not exceeding the then legally permissible rate,
payable semiannually on such dates; shall mature on such dates and in such amounts; shall be
subject to such mandatory and optional redemption provisions; and shall have such other terms, all
as the Issuer shall prescribe herein.

Section 3.11. Book Entry System for Bonds.

The Bonds shall be initially issued in the name of Cede & Co., as nominee for DTC as
the initial Securities Depository and registered owner of such Bonds, and held in the custody of
the Securities Depository. A single certificate will be issued and delivered to the Securities
Depository, or a custodian thereof, for the Bonds. The Beneficial Owners will not receive
physical delivery of Bond certificates except as provided herein. For so long as the Securities
Depository shall continue to serve as securities depository for such Bonds as provided herein, all
transfers of beneficial ownership interests will be made by book-entry only on the records of the
Securities Depository, and no investor or other party purchasing, selling or otherwise transferring
beneficial ownership of such Bonds is to receive, hold or deliver any Bond certificate. The
Issuer and Paying Agent will recognize the Securities Depository or its nominee as the
Bondholder of such Bonds for all purposes, including payment, notices and voting.

The Issuer and the Paying Agent covenant and agree, so long as DTC shall continue to
serve as Securities Depository for the Bonds, to meet the requirements of DTC with respect to
required notices and other provisions of any letter of representations executed with respect to, or
any blanket letter of representations applicable to, the Bonds.

The Issuer and the Paying Agent may conclusively rely upon (i) a certificate of the
Securities Depository as to the identity of the Participants in the Book-Entry-System and (ji) a
certificate of any such Participant as to the identity of, and the respective principal amount of
Bonds beneficially owned by, the Beneficial Owners.

Whenever, during the term of the Bonds, the beneficial ownership thereof is determined
by a book-entry at the Securities Depository, the requirements in this Resolution of holding,
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delivering or transferring Bonds shall be deemed modified to require the appropriate person to
meet the requirements of the Securities Depository as to registering or registering the transfer of
the book-entry to produce the same effect. Any provision hereof permitting or requiring delivery
of Bonds shall, while the Bonds are in a Book-Entry System, be satisfied by the notation on the
books of the Securities Depository in accordance with applicable law.

The Paying Agent and the Issuer may from time to time appoint a successor Securities
Depository and enter into an agreement with such successor Securities Depository to establish
procedures with respect to the Bonds consistent with current industry practice. Any successor
Securities Depository shall be a “clearing agency” registered under Section 17A of the Securities
Exchange Act of 1934, as amended.

The Issuer nor the Paying Agent will have any responsibility or obligation to any
“Securities Depository, any Participants in the Book-Entry System or the Beneficial Owners with
respect to (i) the accuracy of any records maintained by the Securities Depository or any
Participant; (ii) the payment by the Securities Depository or by any Participant of any amount
due to any Beneficial Owner in respect of the principal amount or redemption or Purchase Price
of, or interest on, any Bonds; (iii) the delivery of any notice by the Securities Depository or any
Participant; (1v) the selection of the Beneficial Owners to receive payment in the event of any
partial redemption of the Bonds; or (v) any other action taken by the Securities Depository or any
Participant.

Bond certificates are required to be delivered to and registered in the name of the
Beneficial Owner if the Securities Depository determines to discontinue providing its service
with respect to the Bonds and no successor Securities Depository is appointed as described
above. Such a determination may be made at any time by giving 30 days’ notice to the Issuer,
and the Paying Agent and discharging its responsibilities with respect thereto under applicable
law.

The Paying Agent is hereby authorized to make such changes to the form of the Bond
attached hereto as Exhibit A which are necessary or appropriate to reflect whether the Book-
Entry System is not in effect, that a successor Securities Depository has been appointed.

If at any time, the Securities Depository ceases to hold the Bonds, all references herein to
the Securities Depository shall be of no further force or effect,

Section 3.12. Delivery of Bonds.  The Issuer shall execute and deliver the 2010 Series
A Bonds to the Registrar, and the Registrar shall authenticate, register and deliver the 2010 Series A
Bonds to the Original Purchaser upon receipt of the documents set forth below:

(A) A list of the names in which the 2010 Series A Bonds are to be registered upon
original issuance, together with such taxpayer identification and other information as the Registrar
may reasonably require;

(B) A request and authorization to the Registrar on behalf of the Issuer, signed by an
Authorized Officer, to authenticate and deliver the 2010 Series A Bonds to the Original Purchaser;
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(C)  Copy of this Resolution certified by the Secretary;
(D)  Copy of the Certificate of Determination,;

(E)  The unqualified approving opinion upon the 2010 Series A Bonds by Bond Counsel;
and

(F) A copy of the Escrow Agreement and such other documents, certifications and
verifications as the Original Purchaser may reasonably require.

Section 3.13. Form of Bonds. The definitive 2010 Series A Bonds shall be in substantially
the form set forth in Exhibit A — BOND FORM attached hereto and incorporated herein by
reference, with such necessary and appropriate omissions, insertions and variation as are approved
by those officers executing such 2010 Series A Bonds on behalf of the Issuer and execution thereof
by such officers shall constitute conclusive evidence of such approval.

Section 3.14. Disposition of Proceeds of Bonds. Upon the issuance and delivery of the
2010 Series A Bonds, the Issuer shall forthwith deposit the proceeds thereof as follow:

A. All interest accrued on the 2010 Series A Bonds from the date thereof to the date of
delivery thereof shall be deposited in the 2010 Series A Bonds Sinking Fund and applied to
payment of interest on the 2010 Series A Bonds on the first Interest Payment Date.

B. An amount of the proceeds of the 2010 Series A Bonds which together with other
moneys or securities deposited therein and the earnings thereon, shall be sufficient to accomplish
the refunding and defeasance of the Bonds to be Refunded (which amount shall be set forth in the
Escrow Agreement) shall be deposited in the Escrow Deposit Fund.

C. An amount of the proceeds of the 2010 Series A Bonds equal to the 2010 Series A
Bonds Reserve Requirement shall be remitted to the Bond Commission for deposit in the 2010
Series A Bonds Reserve Account; provided that, to the extent the 2010 Series A Bonds Reserve
Requirement is satisfied in whole or in part from proceeds of any fund or account established for the
Bonds to be Refunded pursuant to the 1998 Resolution, proceeds of the 2010 Series A Bonds shall
be deposited in the 2010 Series A Bonds Reserve Account only to the extent needed to satisfy the
balance of the 2010 Series A Bonds Reserve Requirement,

D. An amount of the proceeds of the 2010 Series A Bonds which shall be sufficient to
pay all costs of issuance shall be deposited with the Depository Bank in the Costs of Issuance Fund
and shall be drawn out, used and applied by the Issuer solely to pay costs of issuance of the 2010
Series A Bonds and miscellaneous costs of refunding the Bonds to be Refunded at the written
direction of the Issuer. All such costs of issuance shall be paid within 60 days of the Closing Date.
Moneys not to be applied immediately to pay such costs of issuance and refunding may be invested
in accordance with this Resolution, subject however, to applicable yield restrictions as may be in
effect under the Code. If for any reason such proceeds, or any part thereof, are not necessary for, or
are not applied to such purpose within 6 months after the Closing Date, such unapplied proceeds
shall be transferred by the Issuer to the 2010 Series A Bonds Redemption Account. All such
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proceeds shall constitute a trust fund for such purposes, and there hereby is created a lien upon such
money until so applied in favor of the Holders of the 2010 Series A Bonds.

E. The balance of any proceeds of the 2010 Series A Bonds and any moneys in any
fund or account established for the Bonds to be Refunded pursuant to the 1998 Resolution, not used
for any of the purposes set forth above, shall be deposited in the 2010 Series A Bonds Redemption
Fund and applied to redeem the 2010 Series A Bonds on the first redemption date. All such
proceeds shall constitute a trust fund for such purposes, and there hereby is created a lien upon such
moneys until so applied in favor of the Holders of the 2010 Series A Bonds.

Section 3.15. Designation of Bonds as “Qualified Tax-Exempt Obligations”, The Issuer
hereby designates the 2010 Series A Bonds as “qualified tax-exempt obligations™ for purposes of
Section 265(b)(3)(B) of the Code and covenants that the 2010 Series A Bonds do not constitute
private activity bonds as defined in Section 141 of the Code, and that not more than $30,000,000
aggregate principal amount of obligations the interest on which is excludable (under Section 103(a)
of the Code) from gross income for federal income tax purposes (excluding, however, obligations
issued to currently refund any obligations of the Issuer to the extent the amount of the refunding
obligation does not exceed the amount of the refunded obligation and private activity bonds, as
defined in Section 141 of the Code, other than qualified 501(c)(3) bonds as defined in Section 145
of the Code), including the 2010 Series A Bonds, have been or shall be issued by the Issuer,
including all subordinate entities of the Issuer, during the calendar year 2010.
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ARTICLE IV
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREOF

Section 4.01. Establishment of Funds and Accounts with Depository Bank. Pursuant to
this Article IV, the following special funds or accounts are hereby created with (or continued if
previously established), and shall be held by, the Depository Bank, segregated and apart from all
other funds or accounts of the Depository Bank and the Issuer and from each other:

(1) Revenue Fund (established by the resolution authorizing the Series 1988B Bonds);

(2)  Renewal and Replacement Fund (established by the resolution authorizing the Series
1988B Bonds);

3 Costs of Issuance Fund, and
(4)  Rebate Fund,

Section 4.02. Establishment of Funds and Accounts with Bond Commission. Pursuant to
this Article IV, the folowing special funds or accounts are hereby created for the 2010 Series A
Bonds (or continued if previously established), and shall be held by, the Bond Commission,
separate and apart from all other funds or accounts of the Bond Commission and the Issuer and
from each other:

§)] 2010 Series A Bonds Sinking Fund,

(2) Within the 2010 Series A Bonds Sinking Fund, the 2010 Series A
Bonds Reserve Account; and

3 Within the 2010 Series A Bonds Sinking Fund, the 2010 Series A
Bonds Redemption Account.

A, The entire Gross Revenues derived from the operation of the System shall be
deposited upon receipt by the Issuer in the Revenue Fund. The Revenue Fund shall constitute a
trust fund for the purposes provided in this Resolution and shall be kept separate and distinct from
all other funds of the Issuer and the Depository Bank and used only for the purposes and in the
manner herein provided.

(1)  The Issuer shall first each month pay from the Revenue Fund the
Operating Expenses of the System.

2) The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Bond Commission (i) the
amounts required by the Prior Resolutions to pay the interest, if any, on and the
principal of the Prior Bonds; (iii) commencing 6 month prior to the first Interest
Payment Date on the 2010 Series A Bonds, for deposit in the 2010 Series A Bonds
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Sinking Fund, a sum equal to 1/6™ of the amount of interest which will become due
on the 2010 Series A Bonds on the next ensuing semiannual Interest Payment Date;
provided that, in the event the period to elapse between the date of such initial
deposit in the 2010 Series A Bonds Sinking Fund and the next ensuing semiannual
Interest Payment Date is less than or greater than 6 months, then such monthly
payments shall be increased or decreased proportionately to provide, 1 month prior
to the next ensuing semiannual Interest Payment Date, the required amount of
interest coming due on such date; and provided further that, the initial amount
required to be transferred from the Revenue Fund and deposited in the 2010 Series
A Bonds Sinking Fund shall be reduced by the amount of accrued interest, if any, on
the 2010 Series A Bonds deposited therein and subsequent amounts required to be
transferred from the Revenue Fund and deposited in the 2010 Series A Bonds
Sinking Fund shall be reduced by the amount of any earning credited to the 2010
Series A Bonds Sinking Fund; and (iv) commencing 12 months prior to the first
Principal Payment Date or mandatory Redemption Date of the 2010 Series A Bonds
for deposit in the 2010 Series A Bonds Sinking Fund, and in the 2010 Series A
Bonds Redemption Account therein in the case of Term Bonds which are to be
redeemed, a sum equal to 1/12™ of the amount of principal which will mature or be
redeemed and become due on the 2010 Series A Bonds on the next ensuing Principal
Payment Date or mandatory Redemption Date; provided that, in the event the period
to elapse between the date of such initial deposit in the 2010 Series A Bonds Sinking
Fund and the next ensuing annual Principal Payment Date or mandatory Redemption
Date is less than or greater than 12 months, then such monthly payments shall be
increased or decreased proportionately to provide, 1 month prior to the next ensuing
annual Principal Payment Date or mandatory Redemption Date, the required amount
of principal coming due on such date, and provided further, that the amount of such
deposits shall be reduced by the amount of any carning credited to the 2010 Series A
Bonds Sinking Fund and not previously credited pursuant to the preceding
paragraph.

3) The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Bond Commission (i) for deposit
in the respective Reserve Accounts for the Prior Bonds, the amounts required by the
Prior Resolutions; and (iii) for deposit in the 2010 Series A Bonds Reserve Account,
an amount sufficient to remedy any decrease in value of the 2010 Series A Bonds
Reserve Account below the 2010 Series A Bonds Reserve Requirement or any
withdrawal from the 2010 Series A Bonds Reserve Account, beginning with the first
full calendar month following the date on which (a) the valuation of investments in
the 2010 Series A Bonds Reserve Account results in a determination that the
amount of moneys and the value of the Qualified Investments deposited to the credit
of the 2010 Series A Bonds Reserve Requirement is less than the 2010 Series A
Bonds Reserve Requirement, or (b) any amount is withdrawn from the 2010 Series
A Bonds Reserve Account for deposit into the 2010 Series A Bonds Sinking Fund.
To the extent Net Revenues and any other legally available funds are available
therefore, the amount so deposited shall be used to restore the amount on deposit in
the 2010 Series A Bonds Reserve Account to an amount equal to the 2010 Series A
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Bonds Reserve Requirement to the full extent that such Net Revenues are available;
provided, that no payments shall be required to be made into the 2010 Series A
Bonds Reserve Account whenever and as long as the amount deposited therein shall
be equal to the 2010 Series A Bonds Reserve Requirement.

4 The Issuer shall next from the moneys remaining in the Revenue
Fund (as previously set forth in the 1998 Resolution and not in addition thereto), on
the first day of each month, transfer to the Renewal and Replacement Fund, a sum
equal to 2 2% of the Gross Revenues each month, exclusive of any payments for
account of any Reserve Account. All funds in the Renewal and Replacement Fund
shall be kept apart from all other funds of the Issuer or of the Depository Bank and
shall be invested and reinvested in Qualified Investments. Withdrawals and
disbursements may be made from the Renewal and Replacement Fund for
replacements, emergency repairs, improvements or extensions io the System;
provided, that any deficiencies in any Reserve Account (except to the extent such
deficiency exists because the required payments into such account have not, as of the
date of determination of a deficiency, funded such account to the maximum extent
required) shall be promptly eliminated with moneys from the Renewal and
Replacement Fund.

Moneys in the 2010 Series A Bonds Sinking Fund shall be used only for the purposes of
paying principal of and interest on the 2010 Series A Bonds as the same shall become due, whether
by maturity or redemption prior to maturity. Amounts in the 2010 Series A Bonds Reserve Account
shall be used only for the purpose of making payments of principal of and interest on the 2010
Series A Bonds when due, when amounts in the 2010 Series A Bonds Sinking Fund are insufficient
therefor and for no other purpose.

The Issuer shall not be required to make any further payments into the 2010 Series A Bonds
Sinking Fund or the 2010 Series A Bonds Reserve Account when the aggregate amount of funds
therein are at least equal to the aggregate principal amount of 2010 Series A Bonds issued pursuant
to this Resolution then Outstanding, plus the amount of interest due or thereafier to become due on
the 2010 Series A Bonds then Qutstanding.

As and when additional Bonds ranking on a parity with the 2010 Series A Bonds are issued,
provision shall be made for additional payments into the respective sinking fund sufficient to pay
the interest on such additional parity Bonds and accomplish retirement thereof at or before maturity
and to accumulate a balance in the respective reserve account in an amount equal to the maximum
amount of principal and interest which will become due in any year for account of such additional
parity Bonds.

The payments into the 2010 Series A Bonds Sinking Fund shall be made on the first day of
each month, except that, when the first day of any month shall be a Saturday, Sunday or legal
holiday, then such payments shall be made on the next succeeding business day, and all such
payments shall be remitted to the Bond Commission with appropriate instructions as to the custody,
use and application thereof consistent with the provisions of this Resolution.
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The Issuer shall restore any withdrawals from the 2010 Series A Bonds Reserve Account
which have the effect of reducing the assets therein below the 2010 Series A Bonds Reserve
Requirement from the Net Revenues available after all required payment have been made in full in
the order set forth above.

Principal, interest or reserve payments, whether for a deficiency or otherwise, shall be made
on a parity and pro rata, with respect to the Prior Bonds and the 2010 Series A Bonds, in accordance
with the respective principal amounts then Outstanding,

The Bond Commission is hereby designated as the fiscal agent for the administration of the
2010 Series A Bonds Sinking Fund and the 2010 Series A Bonds Reserve Account created
hereunder, and all amounts required for said accounts shall be remitted to the Bond Commission
from the Revenue Fund by the Issuer at the times provided herein.

B. Whenever all of the required and provided transfers and payments form the Revenue
Fund into the several special funds, as hereinbefore provided, are current and there remains in the
Revenue Fund a balance in excess of the estimated amounts required to be so transferred and paid
into such funds during the following month or such other period as required by law, such excess
shall be considered Surplus Revenues. Surplus Revenues may be used for any lawful purpose of the
System.

C. The Issuer shall remit from the Revenue Fund to the Bond Commission the
Registrar, the Paying Agent or the Depository Bank, on such dates as the Bond Commission, the
Registrar, the Paying Agent or the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay any charges and fees then due.

D. The moneys in excess of the sum insured by the maximum amounts insured by
FDIC in the Revenue Fund and the Renewal and Replacement Fund shall at all times be secured, to
the full extent thereof in excess of such insured sum, by Qualified Investments as shall be eligible as
security for deposits of state and municipal funds under the laws of the State.

E. If on any monthly payment date the Net Revenues are insufficient to place the
required amount in any of the funds and accounts as hereinabove provided, the deficiency shall be
made up in the subsequent payments in addition to the payments which would otherwise be required
to be made into the funds and accounts on the subsequent payment dates; provided, however, that
the priority of curing deficiencies in the funds and accounts herein shall be in the same order as
payments are to be made pursuant to this Section 4.03, and the Net Revenues shall be applied to
such deficiencies before being applied to any other payments hereunder.

F. All remittances made by the Issuer to the Bond Commission shall clearly identify
the fund or account into which each amount is to be deposited.

G. The Gross Revenues of the System shall only be used for purposes of the System.,
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ARTICLE V

INVESTMENTS; NON-ARBITRAGE;
REBATES OF EXCESS INVESTMENT EARNINGS

Section 5.01. Investments. The Issuer shall invest and reinvest, and shall instruct the Bond
‘Commission and the Depository Bank to invest and reinvest, any moneys held as a part of the funds
and accounts created by this Resolution in Qualified Investments to the fullest extent possible under
applicable laws, this Resolution, the need for such moneys for the purposes set forth herein and the
specific restrictions and provisions set forth in this section.

Except as provided below, any investment shall be held in and at all times deemed a part of
the fund or account in which such moneys were originally held, and the interest accruing thereon
and any profit or loss realized from such investment shall be credited or charged to the appropriate
fund or account. The Issuer shall sell and reduce to cash a sufficient amount of such investments
whenever the cash balance in any fund or account is insufficient to make the payments required
from such fund or account, regardless of the loss on such liquidation. The Issuer may make any and
all investments permitted by this section through the bond department of the Depository Bank. The
Depository Bank shall not be responsible for any losses from such investments, other than for its
own negligence or willful misconduct,

The following specific provisions shall apply with respect to any investments make under
this section:

(A)  Qualified Investments acquired for the 2010 Series A Bonds Reserve Account shall
mature or be subject to retirement at the option of the holder within not more than 5 years from the
date of such investment.

(B)  The Issuer shall, or shall cause the Bond Commission to semiannually transfer from
the 2010 Series A Bonds Reserve Account to the 2010 Series A Bonds Sinking Fund, any earnings
on the moneys deposited therein and any other funds in excess of the requirement therefore;
provided, however, that there shall at all times remain on deposit in the Series A Bonds Reserve
Account an amount at least equal to the Series A Bonds Reserve Requirement.

(C) In computing the amount in any fund or account, Qualified Investments shall be
valued at the lower of the cost or the market price, exclusive of accrued interest. Valuation of all
funds and accounts shall occur annually, except in the event of a withdrawal from the 2010 Series A
Bonds Account, whereupon it shall be valued immediately after such withdrawal. If amounts on
deposit in the 2010 Series A Bonds Reserve Account shall, at any time, be less than the applicable
requirement therefore and such deficiency shall be made up from the first available Net Revenues in
the order set forth in Section 4.03 hereof.

(D)  All amounts representing accrued and capitalized interest shall be held by the Bond
Commission, pledged solely to the payment of interest on the 2010 Series A Bonds and invested
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only in Government Obligations maturing at such times and in such amounts as are necessary to
match the interested payments to which they are pledged.

(E)  Notwithstanding the foregoing, all moneys deposited in the 2010 Series A Bonds
Sinking Fund may be invested by the Bond Commission in the West Virginia “consolidated fund”
managed by the West Virginia State Investment Management Board pursuant to Chapter 12, Article
6 of the West Virginia Code of 1931, as amended.

Section 5.02. Arbitrage. The Issuer covenants that (i) it will restrict the use of the proceeds
of the 2010 Series A Bonds in such manner and to such extent as may be necessary, so that the 2010
Series A Bonds will not constitute “arbitrage bonds” under Section 148 of the Code and Regulations
prescribed thereunder, and (ii) it will take all actions that may be required of it (including, without
implied limitation, the timely filing of a federal information return with respect to the 2010 Series A
Bonds) so that the interest on the 2010 Series A Bonds will be and remain excluded from gross
income for federal income tax purposes, and will not take any actions which would adversely affect
such exclusion.

Section 5.03. Tax Certificate and Rebate. A. The Issuer shall deliver a certificate of
arbitrage, a Tax Certificate or other similar relating to payment of arbitrage rebate and other tax
matters as a condition fo issuance of the 2010 Series A Bonds. In addition, the Issuer covenants to
comply with all Regulations from time to time in effect and applicable to the 2010 Series A Bonds
as may be necessary in order to fully comply with Section 148(f) of the Code, and covenants to take
such actions, and refrain from taking such actions, as may be necessary to fully comply with such
Section 148(f) of the Code and such Regulations, regardless of whether such actions may be
contrary to any of the provisions of this Resolution.

B. The Issuer shall calculate, annually, the rebatable arbitrage, determined in accordance
with section 148(f) of the code. Upon completion of each such annual calculation, the Issuer shall
deposit, or cause to be deposited, in the Rebate Fund such sums as are necessary to cause the
aggregate amount on deposit in the Rebate Fund to equal the sum determined to be subject to rebate
to the United States, which, notwithstanding anything herein to the contrary, shall be paid from
investment earnings on the underlying fund or account established hereunder and on which such
rebatable arbitrage was earned or from other lawfully available sources. Notwithstanding anything
herein to the contrary, the Rebate Fund shall be held free and clear of any lien or pledge hereunder
and used only for payment of rebatable arbitrage to the United States. The Issuer shall pay, or cause
to be paid, to the United States, from the Rebate Fund, the rebatable arbitrage in accordance with
Section 148(f) of the Code and such Regulations. In the event that there are any amounts remaining
in the Rebate Fund following all such payments required by the preceding sentence, the Depository
Bank shall pay said amounts to the Issuer to be used for any lawful purpose of the System. The
Issuer shall remit payments to the United States in the time and at the address prescribed by the
Regulations as the same may be from time to time in effect, with such reports and statements as
may be prescribed by such Regulations, In the event that, for any reason, amounts in the Rebate
Fund are insufficient to make the payments to the United States which are required, the Issuer shall
assure that such payments are made by The Issuer to the United States, on a timely basis, from any
funds lawfully available therefore. The Issuer at its expense, may provide for the employment of
independent attorneys, accountants or consultants compensated on such reasonable basis as the
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Issuer may deem appropriate in order to assure compliance with this Section 5.03. The Issuer shall
keep and retain, or cause to be kept and retained, records of the determinations made pursuant to
this Section 5.03 in accordance with the requirements of Section 148(f) of the Code and such
Regulations. In the event the Issuer fails to make such rebates as required, the Issuer shall pay any
and all penalties and the required amounts, from lawfully available sources, and obtain a waiver
from the Internal Revenue Service, if necessary, in order to maintain the exclusion of interest on the
2010 Series A Bonds from gross income for federal income tax purposes.
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ARTICLE VI
ADDITIONAL REPRESENTATIONS AND COVENANTS OF THE ISSUER

Section 6.01. Covenants Binding and Irrevocable. All the covenants, agreements and
provisions of this Resolution shall be and constitute valid and legally binding covenants of the
Issuer and shall be enforceable in any court of competent jurisdiction by any Holder or Holders of
the 2010 Series A Bonds, as prescribed by Article VII. In addition to the other covenants,
agreements and provisions of this Resolution, the Issuer hereby covenants and agrees with the
Holders of the 2010 Series A Bonds, as hereinafter provided in this Article VI. All such covenants,
agreements and provisions shall be irrevocable, except as provided herein, as long as any of the
2010 Series A Bonds, or the interest thereon, are Outstanding and unpaid.

not be or constitute an indebtedness of the Issuer within the meaning of any constitutional, statutory
or charter limitation of indebtedness but shall be payable solely from the Net Revenues of the
System, the moneys in the 2010 Series A Bonds Sinking Fund and the 2010 Series A Bonds
Reserve Account therein, and the unexpended proceeds of the 2010 Series A Bonds, all as herein
provided. No Holder or Holders of the 2010 Series A Bonds issued hereunder shall ever have the
right to compel the exercise of the taxing power of the Issuer, if any, to pay the 2010 Series A
Bonds or the interest thereon.

Section 6.03. Rates. Equitable rates or charges for the use of and service rendered by the
System have been established all in the manner and form required by law and copies of such rates
and charges so established will be continuously on file with the Secretary, which copies will be
open to inspection by all interested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from said System sufficient to pay Operating Expenses and to
make the prescribed payments into the funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted whenever necessary so that the aggregate of the rates and charges
will be sufficient for such purposes. In order to assure full and continuous performance of this
covenant, with a margin for contingencies and temporary unanticipated reduction in income and
revenues, the Issuer hereby covenants and agrees that the schedule of rates or charges from time to
time in effect shall be sufficient, together with other revenues of the System (i) to provide for all
Operating Expenses of the System and (ii) to leave a balance each year equal to at least 115% of the
maximum amount required in any year for payment of principal of and interest on the 2010 Series A
Bonds and all other obligations secured by a lien on or payable from such revenues prior to on a
parity with the 2010 Series A Bonds including the Prior Bonds.

Section 6.04. Operation and Maintenance. The Issuer will operate and maintain the
system as a revenue-producing utility in good condition and in compliance with all federal and state
requirements and standards.

Section 6.05. Sale of System. So long as the Prior Bonds are outstanding, the Issuer shall
not sell, mortgage, lease or otherwise dispose of the system, or any part thereof, except as provided
in the Prior Resolutions authorizing the Prior Bonds. Additionally, so long as the 2010 Series A
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Bonds are outstanding and except as otherwise required by law, the System may not be sold,
mortgaged, leased or otherwise disposed of except as a whole, or substantially as a whole, and only
if the net proceeds to be realized shall be sufficient to pay fully all the Bonds Qutstanding, or to
effectively defease this Resolution in accordance with Article IX hereof. The proceeds from any
such sale, mortgage, lease or other disposition of the System shall, with respect to the 2010 Series A
bonds, immediately be remitted to the Bond Commission for deposit in the 2010 Series A Bonds
Sinking Fund, and the Issuer shall direct the Bond Commission to apply such proceeds to the
payment of principal of and interest on the 2010 Series A Bonds. Any balance remaining after the
payment of the 2010 Series A Bonds and interest thereon shall be remitted to the Issuer by the Bond
Commission unless necessary for the payment of other obligations of the Issuer payable out of the
revenues of the System.

The foregoing provision notwithstanding, the Issuer shall have and hereby reserves the right
to sell, lease or otherwise dispose of any of the property comprising a part of the System hereinafter
determined in the manner provided herein to be no longer necessary, useful or profitable in the
operation thereof. Prior to any such sale, lease or other disposition of such property, if the amount
to be received therefore, together with all other amounts received during the same Fiscal Year for
such sales, leases or other dispositions of such properties, is not in excess of $10,000 the Issuer
shall, by resolution, determine that such property comprising a part of the System is no longer
necessary, useful or profitable in the operation thereof, and may then provide for the sale of such
property. The proceeds of any such sale shall be deposited in the Renewal and Replacement Fund.
If the amount to be received from such sale, lease or other disposition of said property, together with
all other amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in access of $10,000 but not in access of $50,000, the Issuer shall first,
determine upon consultation with the Consulting Engineers that such property comprising a part of
the System is no longer necessary, useful or profitable in the operation thereof any may then, if it be
so advised, by resolution duly adopted, authorize such sale, lease or other disposition of such
property upon public bidding. The proceeds derived from any such sale, lease or other disposition
of such property, aggregating during such Fiscal Year in excess of $10,000 and not in excess of
$50,000, shall with the written consent of the Authority, be remitted by the Issuer to the Bond
Commission for deposit in the Sinking Funds and shall be applied only to the purchase of Bonds of
the last maturities then Outstanding at prices not greater than the par value thereof plus 3% of such
par value or otherwise. Such payment of such proceeds into the Sinking Funds or the Renewal and
Replacement Fund shall not reduce the amounts required to be paid inio said funds by other
provisions of this Resolution. No sale, lease or other disposition of the properties of the System
shall be made by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such properties,
shall be in excess of $50,000 and insufficient to pay all Bonds then Outstanding without the prior
approval and consent in writing of the Holders, or their duly authorized representatives, of over 50%
in amount of the Bonds then Outstanding and the Consulting Engincers. The Issuer shall prepare
the form of such approval and consent for execution by the then Holders of the Bonds for the
disposition of the proceeds of the sale, lease or other disposition of such properties of the System.

Section 6.06. Issuance of Other Obligations Payable Out of Revenues and General
Covenant Against Encumbrances. Except as otherwise provided in Section 6.07 hereof, the Issuer
shall not issue any obligations whatsoever payable from the revenues of the System which rank
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prior to, or equally, as to lien on and source of and security for payment from such revenues with
the 2010 Series A Bonds. All obligations issued by the Issuer after the issuance of the 2010 Series
A Bonds and payable from the revenues of the System, except such additional parity Bonds, shall
contain an express statement that such obligations are junior and subordinate, as to lien on, pledge
and source of and security for payment from such revenues and in all other respects, to the 2010
Series A Bonds; provided, that no such subordinate obligations shall be issued unless all payments
required to be made into all funds and accounts set forth herein have been made and are current at
the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be created, any
debt, lien, pledge, assignment, encumbrance or any other charge having priority over or being on a
parity with the lien of the 2010 Series A Bonds, and the interest thereon, if any, upon any or all of
the income and revenues of the System pledged for payment of the 2010 Series A Bonds and the
interest thereon, if any, in this Resolution, or upon the System or any part thereof.

Section 6.07. Additional Parity Bonds and Subordinate Debt. So long as the Prior Bonds
are outstanding, the limitations on the issuance of parity obligations set forth in the Prior
Resolutions authorizing the Prior Bonds shall be applicable. In addition, no Parity Bonds, payable
out of the revenues of the System, shall be issued after the issuance of the 2010 Series A Bonds
pursuant to this Resolution, except under the conditions and in the manner herein provided (unless
less restrictive than the provisions of the resolutions authorizing the Prior Bonds).

All Parity Bonds issued hereunder shall be on a parity in all respects with the 2010 Series A
Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the costs of the
acquisition or construction of extensions and improvements to the System or refunding any series of
Bonds, or both such purposes.

No Parity Bonds shall be issued at any time, however, unless there has been procured and
filed with the Secretary a written statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues actually derived subject to the adjustments hereinafter
provided for, from the System during any 12 consecutive months, within the 18 months
immediately preceding the date of the date of the actual issuance of such Parity Bonds, plus the
estimated average increased annual Net Revenues o be received in each of the 3 succeeding years
after the completion of the improvements to be financed by such Parity Bonds, if any, shall not be
less than 115% of the largest aggregate amount that will mature and become due in any succeeding
Fiscal Year for principal of and interest, if any, on the following:

(D The Bonds then Outstanding;

(2)  Any Parity Bonds theretofore issued pursuant to the provisions contained in this
Resolution then Outstanding; and

3 The Parity Bonds then proposed to be issued.
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The “estimated average increased annual Net Revenues to be received in each of the 3
succeeding years,” as that term is used in the computation provided in the above paragraph, shall
refer only to the increased Net Revenues estimated to be derived from the improvements to be
financed by such Parity Bonds and any increase in rates adopted by the Issuer and approved by the
Public Service Commission of West Virginia, the period for appeal of which has expired prior to the
date of issuance of such additional parity Bonds.

The Net Revenues actually derived from the System during the 12-consecutive-month
period hereinabove referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent Certified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted by the
Issuer, the period for appeal of which has expired prior to issuance of such Parity Bonds.

Not later than simultaneously with the delivery of such Parity Bonds, the Issuer shall have
entered into written contracts for the immediate construction or acquisition of such extensions or
improvements, if any, to the System that are to be financed by such Parity Bonds,

All covenants and other provisions of this Resolution (except as to details of such Parity
Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the Holders of
the Bonds and the Holders of any Parity Bonds subsequently issued from time to time within the
limitations of and in compliance with this section. Bonds issued on a parity, regardless of the time
or times of their issuance, shall rank equally with respect to their lien on the revenues of the System
and their source of and security for payment from said revenues, without preference of any Bond of
one series over any other Bond of the same series. The Issuer shall comply fully with all the
increased payments into the various funds and accounts created in this Resolution required for and
on account of such Parity Bonds, in addition to the payments required for Bonds theretofore issued
pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other obligations
subsequently issued, the lien of which on revenues of the System is subject to the prior and superior
liens of the 2010 Series A Bonds on such revenues. The Issuer shall not issue any obligations
whatsoever payable form revenues of the System, or any part thereof, which rank prior to or, except
in the manner and under the conditions provided in this section, equally, as to lien on and source of
and security for payment from such revenues, with the 2010 Series A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments into the
respective funds and accounts provided for in this Resolution with respect to the Bonds then
Outstanding, and any other payments provided for in this Resolution, shall have been made in full
as required to the date of delivery of such Parity Bonds, and the Issuer shall then be in full
compliance with all the covenants, agreements and terms of this Resolution.

Any certifications  requiring computations establishing that debt service coverage is
sufficient to support the issuance of parity Additional Bonds or that requisite debt service savings
are available shall be made by an independent certified public accountant or firm of independent
certified public accountants.
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No additional bonds, notes, certificates, contracts or any other obligations shall be issued by
the Issuer unless no Event of Default shall have occurred and be continuing with respect to the
Bonds.

Any debt of the Issuer which is subordinate to the lien of the Bondholders on the Net
Revenues, shall provide that such debt may not be accelerated, except in instances when no
indebtedness of the Issuer under this Resolution (herein called “Superior Indebiedness™) is
outstanding. The indebtedness evidenced by the subordinated debt and any renewals or extensions
thereof, shall at all times be wholly subordinate and junior in right of payments to any Superior
Indebtedness, in the manner and with the force and effect hereafter set forth:

(1) Inthe event of any liquidation, dissolution or winding up of the Issuer, or of any
execution, sale, receivership, insolvency, bankruptcy, liquidation, readjustment, reorganization, or
other similar proceeding relative to the Issuer or its property, all principal and interest owing on all
Superior Indebtedness shall first be paid in full before any payment is made upon the indebtedness
evidenced by the subordinated debt, provided, however, that, except for the Net Revenues, this
sentence shall not apply to payments made on such subordinated indebtedness from the proceeds of
collateral specifically securing such subordinated debt, and in any such event and any payment or
distribution of any kind or character from sources other than the proceeds of collateral specifically
securing the subordinated debt, except for the Net Revenues, whether in cash, property or securities
(other than in securities, including equity securities, or other evidences of indebtedness, the payment
of which is subordinated to the payment of all Superior Indebtedness which may at the time be
outstanding) which shall be made upon or in respect of the subordinated debt shall be paid over to
the holders of such Superior Indebtedness, pro rata, for application in payment thereof unless and
until such Superior Indebtedness shall have been paid or satisfied in full.

(2) In the event that the subordinated debt is declared or become due and payable
because of the occurrence of any event of default or otherwise that at the option of the Issuer, under
circumstances when the foregoing clause (1) shall not be applicable, the holders of the subordinated
debt shall be entitled to payments only after there shall first have been paid in full all Superior
Indebtedness outstanding at the time the subordinated debt so become due and payable because of
any such event, or payment shall have been provided for in a manner satisfactory to the holders of
such Superior Indebtedness, provided, however that, except for the Net Revenues, this sentence
shall not apply to payments made on such subordinated indebtedness from the proceeds of collateral
specifically and solely securing such subordinated debt.

Section 6.09. Insurance and Bonds. So long as the Bonds remain Outstanding, the Issuer
will, as an Operating Expense, procure, carry and maintain insurance, bonds and worker’s
compensation coverage with a reputable insurance carrier or carriers or bonding company or
companies covering the following risks and in the following amounts.

A. FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions of the System in
an amount equal to the actual cost thereof. In time of war the Issuer will also carry and maintain
insurance to the extent available against the risks and hazards of war. The proceeds of all such
insurance policies shall be placed in the Renewal and Replacement Fund and used only for the
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repairs and restoration of the damaged and destroyed properties or for the other purposes provided
herein for the Renewal and Replacement Fund,

B. PUBLIC LIABILITY INSURANCE, with limits of not less than $1,000,000
per occurrence to protect the Issuer from claims for body injury and/or death and not less than
$500,000 per occurrence from claims for damage to property of others which may arise from the
operation of the System, and insurance with the same limits to protect the Issuer from claims arising
out of operation or ownership of motor vehicles of or for the System.

C. WORKER’S COMPENSATION COVERAGE FOR ALL EMPLOYEES
OF OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND PERFORMANCE AND PAYMENT
OR COMPLETION BONDS, such bonds to be in the amounts of not less than 100% of the amount
of any construction contract and to be required of each contractor dealing directly with the Issuer
and such payment bonds will be filed with the Clerk of the County Commission of the County in
which such work is to be performed prior to commencement of construction of any additions,
extensions or improvements for the System in compliance with West Virginia Code Section 38-2-
39.

D. FLOOD INSURANCE, if the facilities of the System are or will be located
in designated special flood or mudslide-prone areas and to the extend available at reasonable cost to
the Issuer.

E. BUSINESS INTERUPTION INSURANCE, to the extend available at
reasonable cost to the Issuer.

F. FIDELITY BONDS will be provided as to every officer, member and
employee of the Issuer or the Governing Body having custody of the revenues or of any other funds
of the System, in an amount at least equal to the total funds in the custody of any such person at any
one time.

Section 6.10. No Free Services. The Issuer will not render or cause to be rendered any
free services of any nature by the System, nor will any preferential rates be established for users of
the same class; and, in the event the Issuer or any department, agency, instrumentality, officer or
employee thereof shall avail himself or themselves of the facilities or services provided by the
System or any part thereof, the same rates, fees or charges applicable to other customers receiving
like services under similar circumstances shall be charged the Issuer and any such department,
agency, instrumentality, officer or employee. The revenues so received shall be deemed to be
revenues derived from the operation of the System and shall be deposited and accounted for in the
same manner as other revenues derived from such operation of the System.

Section 6.11. Enforcement of Collections. The Issuer will diligently enforce and collect
all fees, rates, rentals or other charges for the services and facilities of the System, and take all steps,
actions and proceedings for the enforcement and collection of such fees, rentals or other charges
which shall become delinquent to the full extent permitted or authorized by the Act, the rules and
regulations of the Public Service Commission of West Virginia and other laws of the State of West
Virginia.
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Whenever any fees, rates, rentals or other charges for the services and facilities of the
System shall remain unpaid for a period of 30 days after the same shall become due and payable,
the property and the owner thereof, as well as the user of the services and facilities, shall be
delinquent until such time as all such rates and charges are fully paid and to the extent authorized by
the laws of the State and the rules and regulations of the Public Service Commission of West
Virginia, all delinquent rates, rentals and other changes, if not paid, when due, shall become a lien
on the premises served by the System. The Issuer further covenants and agrees that, it will, to the
full extent permitted by law and the rules and regulations promulgated by the Public Service
Commission of West Virginia, discontinue and shut off the services and facilities of the System and
any services and facilities of the waterworks system, if so owned by the Issuer, to all delinquent
users of services and facilities of the System and will not restore such services of the System (or
waterworks system) until all billing for charges for the services and facilities of the System, plus
reasonable interest penalty charges for the restoration of service, has been fully paid. If the
waterworks system is not owned by the Issuer, the Issuer shall enter into a termination agreement
with the water provider, subject to any required approval of such agreement by the Public Service
Commission of West Virginia and all rules, regulations and orders of the Public Service
Commission of West Virginia,

Section 6.12. No Competing Franchise. To the extent legally allowable, the Issuer will not
grant or cause, consent to or allow the granting of any franchise or permit to any person, firm,
corporation or any body, or agency or instrumentality whatsoever for the providing of any services
which would compete with services provided by the System.

Section 6.13. Books and Records. The Issuer will keep books and records of the System,
which shall be separate and apart from all other books, records and accounts of the Issuer, in which
complete and correct entries shall be made of all transactions relating to the System, and any Holder
of a Bond or Bonds shall have the right at all reasonable times to inspect the System, and all parts
thereof, and all records, accounts and data of the Issuer relating thereto.

The accounting system for the System shall follow current generally accepted accounting
principles, to the extend allowable under and in accordance with the rules and regulations of the
Public Service Commission of West Virginia and the Act. Separate control accounting records shall
be maintained by the Issuer. Subsidiary records as may be required shall be kept in the manner, on
the forms, in the books and along with other bookkeeping records as prescribed by the Issuer. The
Issuer shall prescribe and institute the manner by which subsidiary records of the accounting system
which may be installed remote from the direct supervision of the Issuer shall be reported to such
agent of the Issuer as it shall direct.

The Issuer shall file with the Original Purchaser, and shall mail to any Bondholder
requesting the same, an annual report within 30 days following the date of receipt of the final audit
containing a balance sheet, statement of revenues, expenses, and changes in retained earnings, and
statement of cash flows, as prescribed by generally accepted accounting principles.

The Issuer shall also file with the Original Purchaser, and mail to any Bondholder requesting
the same, an annual report containing the following:
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(A) A statement of Gross Revenues, Operating Expenses, and Net Revenues
derived from the System.

(B) A statement of account balances in all funds and accounts provided for
herein and status of said funds,

The Issuer shall also, at least once a year, cause the books, records and accounts of the
System to be completely audited by Independent Accountants in compliance with OMB Circular
128 or any successor thereto and the Single Audit Act, shall mail upon request, and make available
generally, the report of said Independent Accountants, or a summary thereof, to any Holder or
Holders of Bonds issued pursuant to this Resolution and shall file said report with the Original
Purchaser.

Section 6.14. Operating Budget. The Issuer shall annually, at least 45 days preceding the
beginning of each Fiscal Year, or at such earlier date, prepare and adopt by resolution a detailed
budget of the estimated revenues and expenditures for operation and maintenance of the System
during the succeeding Fiscal Year. No expenditures for the operation and maintenance of the
System shall be made in any Fiscal Year in excess of the amounts provided therefor in such budget
without a written finding and recommendation by a registered professional engineer, which finding
and recommendation shall state in detail the purpose of and necessity for such increased
expenditures for the operation and maintenance of the System, and no such increased expenditures
shall be made until the Issuer shall have approved such finding and recommendation by a resolution
duly adopted. No increased expenditures in excess of 10% of the amount of such budget shall be
made except upon the further certificate of such a registered professional engineer that such
increased expenditures are necessary for the continued operation of the System. The Issuer shall
mail copies of such annual budget and all resolutions authorizing increased expenditures for
operation and maintenance to the Original Purchaser and shall make available such budgets and all
resolutions authorizing increased expenditures for operation and maintenance of the System at all
reasonable times to the Original Purchaser and to any Bondholder or anyone acting for and in behalf
of such Bondholder who requests the same.

Section 6.15. Mandatory Connections. The mandatory use of the System is essential and
necessary for the protection and preservation of the public health, comfort, safety, convenience and
welfare of the inhabitants and residents of, and the economy of, the Issuer and in order to assure the
rendering harmless of sewage and water-borne waste matter produced or arising within the territory
served by the System. Accordingly, every owner, tenant or occupant of any house, dwelling or
building located near the System, where sewage will flow by gravity or be transported by such other
methods approved by the State Division of Health from such house, dwelling or building into the
System, to the extent permitted by the laws of the State and the rules and regulations of the Public
Service Commission of West Virginia, shall connect with and use the System and shall cease the
use of all other means for the collection, treatment and disposal of sewage and waste matters from
such house, dwelling or building where there is such gravity flow or transportation by such other
method approved by the State Division of Health and such house, dwelling or building can be
adequately served by the System, and every such owner, tenant or occupant shall, after a 30-day
notice of the availability of the System, pay the rates and charges established therefor.
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Any such house, dwelling or building from which emanates sewage or water-borne waste
matter and which is not so connected with the System is hereby declared and found to be a hazard to
the health, safety, comfort and welfare of the inhabitants of the Issuer and a public nuisance which
shall be abated to the extent permitted by law and as prompily as possible by proceedings in a court
of competent jurisdiction.

Section 6.16. Statutory Mortgage Lien. For the further protection of the Holders of the
2010 Series A Bonds, a statutory mortgage lien upon the System is granted and created by the Act,
which statutory mortgage lien is hereby recognized and declared to be valid and binding, shall take
effect immediately upon delivery of the 2010 Series A Bonds, and shall be on a parity with the
statutory mortgage lien in favor of the Holders of the Prior Bonds.

Section 6.17. Continuing Disclosure Agreement. The Issuer shall deliver a continuing
disclosure agreement or certificate in form acceptable to the Original Purchaser. The Issuer has
covenanted to comply with and carry out all of the provisions of the Continuing Disclosure
Agreement with respect to the Bonds that complies with the provisions of Rule 15¢2-12
promulgated by the Securities and Exchange Commission (as amended from time to time, the
“Rule™), in form and substance satisfactory to the Participating Underwriter (as defined in the Rule).
Notwithstanding any other provision of this Resolution, failure of the Issuer to enter into and
comply with such Continuing Disclosure Agreement shall not be considered an Event of Default.
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ARTICLE VII
DEFAULTS AND REMEDIES

Section 7.01. Events of Default. Each of the following events shall constitute an “Event of
Default” with respect to the 2010 Series A Bonds.

(A)  If default occurs in the due and punctual payment of the principal of or
interest on the 2010 Series A Bonds;

(B) If default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part in this Resolution or the Certificate of Determination or in the
2010 Series A Bonds contained, and such default shall have continued for a period of 30 days afier
written notice mailed or by Electronic Means (other than a telephonic communication), specifying
such default and requiring the same to be remedied shall have been given to the Issuer by any
Bondholder;

(C)  If the Issuer files a petition seeking reorganization or arrangement under the
federal bankruptcy laws or any other applicable law of the United States of America; or

(D)  If default occurs with respect to the Prior Bonds or the Prior Resolutions
authorizing the Prior Bonds.

The Issuer must cure any covenant default within 30 days after notice of the default, and
failure (i) to pay principal of or interest on the Bonds, or (ii) to comply with the Subordinate Debt
provisions shall be an immediate event of default.

Section 7.02. Enforcement. Upon the happening and continuance of any Event of Default,
any Bondholder may exercise any available remedy and bring any appropriate action, suit or
proceeding to enforce his rights and, in particular:

(A)  Bring suit for any unpaid principal or interest then due;

(B) By mandamus or other appropriate proceeding enforce all rights of the
Bondholders, including the right to require the Issuer to perform its duties under the Act and this
Resolution;

(C)  DBring suit upon the Bonds;

(D) By action at law or bill in equity require the Issuer to account as if it were the
trustee of an express trust for the Bondholders; and

(E) By action or bill in equity enjoin any acts in violation of this Resolution or
the rights of the Bondholders.

No remedy by the terms of this Resolution conferred upon or reserved to the Bondholders is
intended to be exclusive of any other remedy, but each and every such remedy shall be cumulative
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and shall be in addition to any other remedy given to the Bondholders hereunder or now or hereafter
existing at law or by statute. All rights and remedies of the Holders of the 2010 Series A Bonds
shall be on a parity with those of the Holders of the Prior Bonds and senior and prior to the rights
and remedies in favor of the Holders of the Notes.

No delay or omission to exercise any right or power accruing upon any default or Event of
Defautt shall impair any such right or power or shall be construed to be a waiver of any such default
or Event of Default or acquiescence therein, and every such right and power may be exercised from
time to time and as often as may be deemed expedient.

No watver of any default or Event of Default hereunder by the Bondholders shall extend to
or shall affect any subsequent default or Event of Default or shall impair any rights or remedies
consequent thereto.

Section 7.03. Appointment of Receiver. If there be any Event of Default existing and
continuing, any Bondholder shall, in addition to all other remedies or rights, have the right by
appropriate legal proceedings to obtain the appointment of a receiver to administer the System on
behalf of the Issuer, with power to charge rates, rentals, fees and other charges sufficient to provide
for the payment of the principal of and interest on the Bonds, the deposits into the funds and
accounts hereby established as herein provided and the payment of Operating Expenses of the
System and to apply such rates, rentals, fees, charges or other Revenues in conformity with the
provisions of this Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and attorneys, enter into
and upon and take possession of all facilities of the System and shall hold, operate, maintain, and
manage and control such facilities, and each and every part thereof, and in the name of the Issuer
exercise all the rights and powers of the Issuer with respect to said facilities as the Issuer itself might
do.

Whenever all that is due upon the Bonds issued pursuant to this Resolution and interest
thereon and under any covenants of this Resolution for reserve, sinking or other funds and accounts
and upon any other obligations and interest thereon having a charge, lien or encumbrance upon the
Revenues of the System shall have been paid and made good, and all defaults under the provisions
of this Resolution shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any subsequent
default, any Bondholder shall have the same right to secure the further appointment of a receiver
upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon him, shall be
under the direction and supervision of the court making such appointment, shall at all times be
subject to the orders and decrees of such court and may be removed thereby and a successor
receiver appointed in the discretion of such court. Nothing herein contained shall limit or restrict
the jurisdiction of such court to enter such other and further orders and decrees as such court may
deem necessary or appropriate for the exercise by the receiver of any function not specifically set
forth herein.
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Any receiver appointed as provided herein shall hold and operate the System in the name of
the Issuer and for the joint protection and benefit of the Issuer and the Holders of the Bonds issued
pursuant to this Resolution. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the System, but
the authority of such receiver shall be limited to the possession, operation and maintenance of the
System, for the sole purpose of the protection of both the Issuer and the Bondholders, and the curing
and making good of any default under the provisions of this Resolution, and the title to and
ownership of said System shall remain in the Issuer, and no court shall have any jurisdiction to enter
any order or decree permitting or requiring such receiver to sell, mortgage or otherwise dispose of
any assets of the System.

Section 7.04. Restoration of Issuer and Bondholder. In case any Bondholder shall have
proceeded to enforce any right under this Resolution by the appointment of a receiver, by entry or
otherwise, and such proceedings shall have been discontinued or abandoned for any reason, or shall
have been determined adversely, then and in every such case the Issuer and such Bondholder shall
be restored to their former positions and rights hereunder, and all rights and remedies of such
Bonderholder shall continue as if no such proceedings had been taken.
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ARTICLE VIII

REGISTRAR AND PAYING AGENT

Section 8.01. Agreement with Registrar. The Issuer is hereby authorized and directed to
enter into an agreement with the Registrar. The substantial form of which agreement shall be
approved by the Certificate of Determination.

Section 8.02. Responsibilities of Registrar. The recitals of fact in the 2010 Series A
Bonds shall be taken as statements of the Issuer, and the Registrar shall not be responsible for their
accuracy. The Registrar shall not be deemed to make any representation as to, and shall not incur
any liability on account of, the validity of the execution of any 2010 Series A Bonds by the Issuer.
Notwithstanding the foregoing, the Registrar shall be responsible for any representation in its
Certificate of Authentication on the 2010 Series A Bonds. The Registrar and any successor thereto
shall agree to perform all the duties and responsibilities spelled out in this Resolution and any other
duties and responsibilities incident thereto, all as provided by said agreement described in Section
8.01.

Section 8.03. Evidence on Which Registrar May Act. Except as otherwise provided by
Section 10.02, the Registrar shall be protected in acting upon any notice, resolution, request,
consent, order, certificate, opinion or other document believed by it to be genuine and to have been
signed or presented by the proper party or parties. Whenever the Registrar shall deem it necessary
or desirable that a fact or matter be proved or established prior to taking or suffering any action,
such fact or matter, unless other evidence is specifically prescribed, may be deemed to be
conclusively proved and established by a certificate of an Authorized Officer of the Issuer, but in its
discretion the Registrar may instead accept other evidence of such fact or matter.

Section 8.04. Compensation and Expenses. The Issuer shall pay to the Registrar from
time to time reasonable compensation for all services, including the transfer of registration of
Bonds, the first exchange of Bonds and the exchange of Bonds in the event of partial redemption,
incurred in the performance of its duties hereunder.

Section 8.05. Certain Permitted Acts. The Registrar may become the owner of or may
deal in 2010 Series A Bonds as fully and with the same rights it would have if it were not Registrar.
To the extent permitted by law, the Registrar may act as depository for, and permit any of its
officers or directors to act as a member of, or in any other capacity with respect to, any committee
formed to protect the rights of Bondholders or effect or aid in any reorganization growing out of the
enforcement of the 2010 Series A Bonds or this Resolution, whether or not any such committee
shall represent the Holders of a majority in principal amount of the 2010 Series A Bonds
Outstanding.

Section 8.06. Resignation of Registrar, The Registrar may at any time resign and be
discharged of its duties and obligations under this Resolution by giving not less than 60 days’
written notice by mail or Electronic Means (other than telephonic communication) to the Issuer and
publishing in an Authorized Newspaper notice (or mailing such notice to each Bondholder in the
event all 2010 Series A Bonds are fully registered), specifying the date when such resignation shall
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take effect, within 20 days after the giving of such written notice. A copy of such notice shall also
be mailed or sent by Electronic Means to each owner of a fully registered Bond. Such resignation
shall take effect upon the day specified in such notice unless a successor shall have been previously
appointed by the Issuer or bondholders, in which even such resignation shall take effect
immediately.

Section 8.07. Removal. The Registrar may be removed at any time by the Issuer or by the
Holders of the Bonds of a majority in principal amount of the 2010 Series A Bonds then
Qutstanding by an instrument or concurrent instruments in writing signed and duly acknowledged
by the Issuer or by such Bondholders or their attorneys duly authorized in writing and delivered to
the Issuer, as the case may be. Copies of each such instrument shall be delivered by the Issuer to the
Registrar.

Section 8.08. Appointment of Successor. In case at any time the Registrar shall resign or
shall be removed or shall become incapable or acting, or shall be adjudged bankrupt or insolvent, or
if a receiver, liquidator or conservator of the Registrar or of its property shall be appointed, or if any
public officer or court shall take charge or control of the Registrar or of its property or affairs, a
successor may be appointed by the Holders of a majority in principal amount of the 2010 Series A
Bonds then Outstanding by an instrument or concurrent instruments in writing signed by such
Bondholders or their attorneys duly authorized in writing and delivered to the Issuer and such
successor Registrar, notification thereof being given to the predecessor Registrar. Pending such
appointment, the Issuer shall forthwith appoint a Registrar to fill such vacancy until a successor
Registrar shall be appointed by such Bondholders. The Issuer shall publish in an Authorized
Newspaper (or mail to each Bondholder in the event all 2010 Series A Bonds are fully registered)
notice of any such appointment within 20 days after the effective date of such appointment. A copy
of such notice shall also be mailed to each owner of a fully registered Bond or a coupon Bond
registered as to principal (other than to bearer). Any successor Registrar appointed by the Issuer
shall, immediately and without further act, be superseded by a Registrar appointed by such
Bondholders. If in a proper case no appointment of a successor Registrar shall be make within 45
days after the Registrar shall have given to the Issuer written notice of resignation or after the
occurrence of any other event requiring such appointment, the Registrar or any Bondholder may
apply to any court of competent jurisdiction to appoint a successor. Any Registrar appointed under
the provision of this section shall be a bank, trust company or national banking association
authorized to perform the duties imposed upon it by this Resolution.

Section 8,09. Transfer of Rights and Property to Successor. Any predecessor Registrar or
Paying Agent shall pay over, assign and deliver any moneys, books and records held by it to its
SUCCESSor.

Section 8.10. Merger or Consolidation. Any company into which the Registrar may be
merged or converted or with which it may be consolidated or any company resulting from any
merger, conversion or consolidation to which it shall be a party, or any company to which the
Registrar or any public officer or court may sell or transfer all or substantially all of its corporate
trust business, shall be the successor to such Registrar without the execution or filing of any paper
or the performance of any further act; provided, however, that such company shall be a bank, trust
company or national banking association meeting the requirements set forth in Section 8.08.
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Section 8.11. Adoption of Authentication. In case any of the 2010 Series A Bonds shall
have been authenticated but not delivered, any successor Registrar may adopt a Certificate of
Authentication and Registration executed by any predecessor Registrar and deliver such Bonds so
authenticated, and in case any 2010 Series A bonds shall have been prepared but not authenticated,
any successor Registrar may authenticate such Bonds in the name of the predecessor Registrar or in
its own name,

Section 8.12. Paying Agent. The Issuer is hereby authorized and directed to enter into an
agreement with the Paying Agent, the substantial form of which agreement is to be approved by the
Certificate of Determination of the Issuer. Any alternate Paying Agent must be a bank, trust
company or national banking association authorized to perform the duties imposed upon it by this
Resolution. Such alternated Paying Agent shall signify its acceptance of the duties and obligations
imposed upon it pursuant hereto by executing and delivering to the Issuer a written acceptance
thereof. Any successor Paying Agent shall take such actions as may be necessary to ensure that the
Bonds shall be and remain DTC-eligible.

Each Paying Agent shall be entitled to payment and reimbursement for reasonable fees for
its services rendered hereunder and all advances, counsel fees and other expenses reasonably and
necessarily made or incurred by such Paying Agent in connection with such services solely from
moneys available therefor.

Any bank, trust company or national banking association with or into which any Paying
Agent may be merged or consolidated, or to which the assets and business of such Paying Agent
may be sold, shall be deemed the successor of such Paying Agent for the purposes of this
Resolution. If the position of Paying Agent shall become vacant for any reason, the Issuer shall,
within 30 days thereafter, appoint a bank, trust company or national banking association located in
the same city as such Paying Agent to fill such vacancy; provided, however, that, if the Issuer shall
fail to appoint such Paying Agent within said period, the Bond Commission, a court of competent
jurisdiction or a majority of the Bondholders may make such appointment.

The Paying Agent shall enjoy the same protective provisions in the performance of its duties
hereunder as are specified in this Article VIII with respect to the Registrar, insofar as such
provisions may be applicable.

Notice of the appointment of successor or additional Paying Agents or fiscal agents shall be
given in the same manner as provided by Section 8.08 hereof with respect to the appointment of a

successor Registrar.

All moneys received by the Paying Agent shall, until used or applied as provided in this
Resolution, be held in trust for the purposes for which they were received.
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ARTICLE IX
DEFEASANCE; DISCHARGE OF PLEDGE OF RESOLUTION

Section 9.01. Defeasance: Discharge of Pledge of Resolution. If the Issuer shall pay or
cause to be paid, or there shall otherwise be paid, to the respective Holders of all 2010 Series A
Bonds the principal of and interest due or to become due thereon, at the times and in the manner
stipulated therein and in this Resolution, then this Resolution and the pledges of the Net Revenues
and other moneys and securities pledged hereunder, and all covenants, agreements and other
obligations of the Issuer on behalf of the Holders of the 2010 Series A Bonds made hereunder, shall
thereupon cease, terminate and become void and be discharged and satisfied, except as may be
necessary to assure the exclusion of interest on the 2010 Series A Bonds from gross income for
federal income tax purposes.

The 2010 Series A Bonds for the payment of which either moneys in an amount which shall
be sufficient, or securities the principal of and the interest on which, when due, will provide moneys
which, together with the moneys, if any, deposited with the Paying Agent at the same or earlier
time, shall be sufficient, to pay as and when due the respective principal of and interest on the 2010
Series A Bonds shall be deemed to have been paid within the meaning and with the effect expressed
in the first paragraph of this section. All 2010 Series A Bonds shall, prior to the maturity thereof, be
deemed to have been paid within the meaning and with the effect expressed in the first paragraph of
this section if there shall have been deposited with the Bond commission or an escrow trustee either
moneys in an amount which shall be sufficient, or securities the principal of and the interest on
which, when due, will provide moneys which, together with the moneys, if any, deposited with the
Bond Commission or said escrow trustee at the same or earlier time shall be sufficient, to pay when
due the principal of, any redemption premium on and interest due and to become due on the 2010
Series A Bonds on and prior to the Maturity Date thereof, or if the Issuer irrevocably determines to
redeem any of the 2010 Series A Bonds prior to the maturity thereof, on and prior to said
Redemption Date. Neither securities nor moneys deposited with the Bond Commission or an
escrow trustee pursuant to this section nor principal or interest payments on any such securities shall
be withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the
principal of and interest on the 2010 Series A Bonds; provided, that any cash received from such
principal, redemption premium, if any, and interest payments on such securities deposited with the
Bond Commission or said escrow trustee, if not then needed for such purpose, shall, to the extent
practicable, be reinvested in securities maturing at times and in amounts sufficient to pay when due
the principal of an redemption premium, if any, and interest to become due on the 2010 Series A
Bonds on and prior to such maturity or Redemption Dates thereof, and interest earned from such
reinvestments shall be paid over to the Issuer as received by the Bond Commission or said escrow
trustee, free and clear or any trust, lien or pledge. For the purpose of this section, securities shall
mean and include only Government Obligations, as such term is limited by the provisions in Section
1.01 hereof or such additional securities as shall be set forth in the Certificate of Determination.
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ARTICLE X
MISCELLANEOUS

Section 10.01. Amendment of Resolution. Prior to issuance of the 2010 Series A
Bonds, this Resolution may be amended or supplemented in any way by a Supplemental
Resolution. Following issuance of the 2010 Series A Bonds, this Resolution may be amended
or modified by a Supplemental Resolution without the consent of any Bondholder or other
person, so Jong as such amendment or modification is not materially adverse to any Bondholder,
as determined by an opinion of Bond Counsel. No Materially adverse amendment or
modification to this Resolution, or of any Supplemental Resolution, may be made without the
written consent of the Holders of 60% in aggregate principal amount of the 2010 Series A
Bonds then Outstanding and affected thereby, which must be filed with the Issuer before any
such modification or amendment may be made. No such modification or amendment shall
extend the maturity of or reduce the interest rate on, or otherwise alter the terms of payment of
the principal of or interest on, any 2010 Series A Bond without the express writien consent of
the Holder of each 2010 Series A Bond so affected, nor reduce the percentage of 2010 Series A
Bonds required for consent to any such modification or amendment.

Section 10.02. Evidence of Signatures of Bondholders and Ownership of Bonds.
Any request, consent, revocation of consent or other instrument which this Resolution may
require or permit to be signed and executed by Bondholders may be in one or more instruments
of similar tenor, and shall be signed or executed by such Bondholders in person or by their
attorneys duly authorized in writing. Proof of the execution of any such instrument, or of an
instrument appointment or authorizing any such attorney, shall be sufficient for any purpose of
this Reselution if made in the following manner, or in any other manner satisfactory to the
Issuer or the Registrar, as the case may be, which may nevertheless in its discretion require
further or other proofin cases where it deems the same desirable:

A. The fact and date of the execution by any Bondholder or his attorney of any
such instrument may be proved (i) by the certificate of a notary public or other officer
authorized to take acknowledgments of deeds to be recorded in the jurisdiction in which he
purports to act that the person signing such instrument acknowledged to him the execution
thereof, or by the affidavit of a witness of such execution, duly sworn {o before such a notary
public or other officer or (ii) by the certificate, which need not be acknowledged or verified, of
an officer of a bank, a trust company or a financial firm or corporation satisfactory to the Issuer
or the Registrar, as the case may be, that the person signing such instrument acknowledged to
such bank, trust company, firm or corporation the execution thereof.

B. The authority of a person or persons to execute any such instrument on
behalf of a corporate Bondholder may be established without further proof if such instrument is
signed by a person purporting to be the president or treasurer or a vice-president or an assistant
treasurer of such corporation with a corporate seal affixed, and is attested by a person purporting
to be its secretary or assistant secretary.



C. The amount of fully registered Bonds held by a person executing any
instrument as a Bondholder, the date of his holding such Bonds and the numbers and other
identification thereof, shall be confirmed by the Bond Register.

Amny request, consent or other instrument executed by the Holder of any Bond shall bind all
future Holders and owners or such Bond in respect of anything done or suffered to be done
hereunder by the Issuer or the Registrar in accordance therewith.

Section 10.03. Preservation and Inspection of Documents. To the extent allowable
under law, all reports, certificates, statements and other documents reccived by the Registrar
under the provisions of this Resolution shall be retained in its possession and shall be available
at all reasonable times for the inspection of the Issuer or any Bondholder, and their agents and
their representatives, but any such reports, certificates, statements or other documents may, at
the election of the Registrar, be destroyed or otherwise disposed of at any time after such date as
the pledge created by this Resolution shall be discharged as provided in Section 9.01.

Section 10.04. Cancellation of Bonds. All' Bonds purchased or paid shall, if
surrendered to the Issuer, be canceled and delivered to the Registrar, or, if surrendered to the
Registrar, be canceled by it. No such Bonds shall be deemed Outstanding under this Resolution
and no Bonds shall be issued in lieu thereof. All such Bonds shall be canceled and upon order
of the Issuer shall be destroyed, and a certificate evidencing such destruction shall be delivered
to the Issuer.

Section 10.05. Failure to Present Bonds. Anything in this Resolution to the contrary
notwithstanding, any moneys held by the Bond Commission or Paying Agent in trust for the
payment and discharge of any of the Bonds which remain unclaimed for 1 year after the date on
which such Bonds have become due and payable, whether by maturity or upon call for
redemption, shall at the written request of the Issuer be paid by the Bond Commission or said
Paying Agent to the Issuer as its absolute property and free from trust, and the Bond
Commission or said Paying Agent shall thereupon be released and discharged with respect
thereto, and the Holders of such Bonds shall look only to the Issuer for the payment of such
Bonds; provided, however, that, before making any such payment to the Issuer, the Registrar, if
so advised by the Bond Commission, or said Paying Agent shall send to the Holder, at the
address listed on the Bond Register, by certified mail, a notice that such moneys remain
unclaimed and that, after a date named in said notice, which date shall be not less than 30 days
after the date of such notice is mailed, the balance of such moneys then unclaimed will be
returned to the Issuer. If any of said Bonds is a coupon Bond, the Registrar or said Paying
Agent shall also publish such notice, not less than 30 days prior to the date such moneys will be
returned to the Issuer, in an Authorized Newspaper.

Section 10.06. Notices, Demands and Requests. Unless otherwise expressly
provided, all notices, demands and requests to be given or made hereunder to or by the Issuer,
the Registrar, the Paying Agent, the Depository Bank, the Original Purchaser shall be in writing
and shall be properly made if sent by united States mail, postage prepaid, and addressed as
follows or if hand-delivered to the individual to whom such notice, demand or request is
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required to be directed as indicated below or by Electronic Means (other than a telephonic
communication);

ISSUER
Jefferson County Public Service District
340 Edmonds Road, Suite A
Kearneysville, West Virginia 25430
Attention: Chairman
REGISTRAR AND PAYING AGENT
[To be set forth in the Certificate of Determination. ]

DEPOSITORY BANK

[To be set forth in the Certificate of Determination.]

ORIGINAL PURCHASER

Crews & Associates, Inc.

Capital Markets Group

300 Summers Street, Suite 930
Charleston, West Virginia 25301
Attention: Public Finance

Any party listed above may change such address listed for it at any time upon notice
of change sent by United States mail, postage prepaid, or by Electronic Means to the other
parties.

Section 10.07. No Personal Liability. No member of the Issuer or officer or
employee of the Issuer shall be individually or personally liable for the payment of the principal
of or the interest on any Bond, but nothing herein contained shall relieve any such member,
official or employee from the performance of any official duty provided by law or this
Resolution.

Section 10.08. Law Applicable. The laws of the State shall govern the construction
of this Resolution and of all Bonds issued hereunder.

Section 10.09. Parties Interested Herein. Nothing in this Resolution expressed or
implied is intended or shall be construed to confer upon, or give to, any person or corporation,
other than the Issuer, the Registrar, the Paying Agent, the Holders of the 2010 Series A Bonds
and the Original Purchaser, any right, remedy or claim under or by reason of this Resolution.
- All the covenants, stipulations, promises and agreements contained in this Resolution by and on
behalf of the Issuer shall be for the sole and exclusive benefit of the Issuer, the Registrar, the
Paying Agent, the Holders of the 2010 Series A Bonds and the Original Purchaser.
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Section 10.10. Severability of Invalid Provisions. If any section, paragraph, clause
- or provision of this Resolution shall be held invalid, such invalidity shall not affect any of the
remaining provisions of this Resolution.

Section 10.11. Table of Contents and Headings. The Table of Contents and
headings of the articles, sections and subsections hereof are for convenience only and shall
neither control nor affect in any way the meaning or construction of any of the provisions
hereof.

Section 10.12. Conflicting Provisions Repealed. All orders, resolutions or parts
thereof in conflict with the provisions of this Resolution, are, to the extent of such conflict,
hereby repealed; provided that, in the event of any conflict between this Resolution and the Prior
Resolutions authorizing the Prior Bonds, the Prior Resolutions shall control, unless less
restrictive, so long as the Prior Bonds are Qutstanding. '

Section 10.13. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,
conditions, things and procedures required to exist, to happen, to be performed or to be taken
precedent to and in the adoption of this Resolution do Exist, have happened, have been
performed and have been taken in regular and due time, form and manner as required by and in
full compliance with the laws and Constitution of the State of West Virginia applicable thereto,
and that the Chairman, Secretary and members of the Governing Body were at all tlmes when
any actions in connection with the Resolution occurred and are duly in office. :

Sectiont 10.14. Effective Date. This Resolution shall take effect immediately upon
adoption. : '

Adopted this 6" day of fi 2010
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CERTIFICATION

Certified a true, correct and complete copy of a Resolution duly adopted by the
Public Service Board of Jefferson County Public Service District on the 6th day of April, 2010.

Dated this Z ‘/‘”’ day of June, 2010.

[SEAL]
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EXHIBIT A — BOND FORM

Unless this certificate is presented by an authorized representative of The Depository Trust Company, a New
York corporation (“DTC”), fo the Issuer or ils agent for registration of transfer, exchange or payment, and any
certificate issued is registered in the name of Cede & Co. or in such other name as is requested by an
authorized representative of DTC (and any payment is made to Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF
FOR VALUE OR OTHERWISE BY OR TO ANY PERSON IS WRONGFUL inasmuch as the registered owner
heregf, Cede & Co. has an interest herein.

No. AR- $

UNTED STATES OF AMERICA
STATE OF WEST VIRGINIA
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
SEWER REFUNDING REVENUE BOND
2010 SERIES A

INTEREST RATE MATERITY DATE BOND DATE CuUSIP
- NO.

% October 1, 2028 , 2010

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT:

KNOW ALL MEN BY THESE PRESENTS: That JEFFERSON COUNTY
PUBLIC SERVICE DISTRICT (WEST VIRGINIA), a public service district and public
corporation and political subdivision of the State of West Virginia in Jefferson County of
said State (the “Issuer”), for value received, hereby promises to pay, solely from the special
funds provided therefor, as hereinafter set forth, to the Registered Owner specified above, or
registered assigns (the “Registered Owner”), on the Maturity Date specified above, the
Principal Amount specified above and solely from such special funds also to pay interest on
said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the
date of authentication hereof or, if authenticated after the Record Date (as hereinafter
defined) but prior to the applicable Interest Payment Date or on said Interest Payment Date,
from said Interest Payment Date or, if no interest has been paid, from the Bond Date
specified above, or, if and to the extent that the Issuer shall default in the payment of interest
on any Interest Payment Date, then this Bond shall bear interest from the most recent
Interest Payment Date to which interest has been paid or duly provided for, and in which
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case any Bond surrendered for transfer or exchange shall be dated as of the Interest Payment
Date to which interest has been paid in full, at the Interest Rate per annum specified above,
semiannually, on 1 and 1, in each year,
beginning 1, 2011 (each an “Interest Payment Date™), until maturity or until the
date fixed for redemption if this Bond is called for prior redemption and payment on such
date is provided for. Capitalization terms used and not defined herein shall have the
meanings ascribed thereto in the hereinafter described Resolution.

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be
payable by check or draft mailed by ,
, West Virginia, as paying agent (in such capacity, the “Paying
Agent”), to the Registered Owner hereof as of the applicable Record Date (each
15 and 15) or, in the event of a default in
the payment of Bonds, that special record date to be fixed by the hereinafter named
Registrar by notice given to the Registered Owners not less than 10 days prior to said special
record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by , , West
Virginia, as registrar (in such capacity, the “Registrar), or, at the option of any Registered
Owner of at least $500,000 in aggregate principal amount of Bonds, by wire transfer in
immediately available funds to a domestic bank account specified in writing by the
Registered Owner to the Paying Agent at least 5 days prior to such Record Date. Principal
and premium, if any, shall be paid when due upon presentation and surrender of this Bond
for payment at the principal corporate trust office of the Paying Agent, in
, West Virginia.

This Bond is one of an issue of a series of bonds, in the aggregate principal amount
of § designated “Jefferson County Public Service District (West
Virginia) Sewer Refunding Revenue Bonds, 2010 Series A (the “Bonds™), of like tenor and
effect, except as to number, denomination, date of maturity and inferest rate, date
1, _, the proceeds of which are to be used, together with other funds of
the Issuer, (i) to currently refund all of the Sewer Refunding Revenue Bonds, Series 1998 A,
dated February 15, 1998, of the Issuer outstanding in the total aggregate principal amount of
$ (the “Bonds to be Refunded™), which were issued to (i) to pay the costs of
acquisition and construction of certain additions, betterments and improvements to the
public sewerage system of the Issuer (the “System™); (ii) to fund a reserve account for the
Bonds; and (iii) to pay certain costs of issuance of the Bonds and related costs. The Bonds
are issued under the authority of and in full compliance with the Constitution and statutes of
the State of West Virginia, including particularly Chapter 16, Article 13A of the West
Virginia Code of 1931, as amended (the “Act™), and a resolution duly adopted by the Issuer
on April 6, 2010 (the “Resolution™), and is subject to all the terms and conditions of the
Resolution. The Resolution provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably
from and by the funds and revenues and other security provided for the Bonds under the
Resolution. Reference is hereby made to the Resolution, as the same may be amended and
supplemented from time to time, for a description of the rights, limitations of rights,
obligations, duties and immunities of the Issuer, the Registrar, the Paying Agent, the
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Registered Owners of the Bonds and the Registered Owners of any subsequently issued
additional bonds. Executed counterparts or certified copies of the Resolution are on file at
the Office of the Issuer. '

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF THE SECURITY FOR PAYMENT, AND IN ALL RESPECTS,
WITH THE FOLLOWING OUTSTANDING SEWER REVENUE BONDS OF THE
ISSUER: (I) SEWER REVENUE BONDS, SERIES 1988B, DATED MAY 5, 1988,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $425,767 (THE
“SERIES 1988B BONDS”), (I) SEWER REVENUE BONDS, SERIES 1993A (WEST
VIRGINIA SRF PROGRAM), DATED NOVEMBER 10, 1993, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $971,000 (THE “SERIES 1993A
BONDS”), (ll) SEWER REVENUE BONDS, SERIES 1998B (WEST VIRGINIA SRF
PROGRAM), DATED JUNE 25, 1998, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $599,089 (THE “SERIES 1998B BONDS™), (IV) SEWER
REVENUE BONDS, SERIES 1998C (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JUNE 25, 1998, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $662,039 (THE “SERIES 1998C BONDS™), (V) SEWER REVENUE
BONDS, SERIES 1999A (WEST VIRGINIA SRF PROGRAM), DATED DECEMBER 8,
1999, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $378,363
(THE “SERIES 1999A BONDS”), (VI) SEWER REVENUE BONDS, SERIES 2000A
(WEST VIRGINIA SRF PROGRAM), DATED JUNE 22, 2000, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,154,889 (THE “SERIES
2000A BONDS”), AND (VI[) SEWER REVENUE BONDS, SERIES 2008 A (WEST
VIRGINIA SRF PROGRAM), DATED JUNE 18, 2008, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,005,000 (THE “SERIES 2008A BONDS,”
AND COLLECTIVELY WITH THE SERIES 1988B BONDS, THE SERIES 1993A
BONDS, THE SERIES 1998B BONDS, THE SERIES 1998C BONDS, THE SERIES
1999A BONDS, THE SERIES 2000A BONDS AND THE SERIES 2008 A BONDS, THE
“PRIOR BONDS™). THE PRIOR BONDS ARE PAYABLE FROM AND SECURED BY
NET REVENUES OF THE SYSTEM.

The Issuer also has outstanding its Refunding Sewerage System Bond Anticipation
Notes, Series 2010, dated January 6, 2010, issued in the aggregate principal amount of
$750,000. The Notes are payable only from and secured by a first lien on (i) the proceeds of
revenue bonds or other obligations of the Issuer to be issued subsequent to the issuance of
the Notes to permanently finance the costs of the Project; (i) the proceeds of any grants
received by the Issuer for the Project, and (iii) the Surplus Revenues, if any, of the System.
The Notes are subordinate in all respects to the Prior Bonds.

The Bonds of this issue are subject to redemption prior to their stated Maturity

Dates, as provided in the Resolution and Certificate of Determination, as set forth in the
following lettered paragraphs:
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(A)  Optional Redemption. The Bonds are not subject to optional redemption
prior to . At the option of the Issuer, the Bonds will be subject to
redemption prior to maturity on and after ,as a
whole at any time and in part on any Interest Payment Date, in inverse order of maturity and
by random selection within maturities if less than all of any maturity, at a redemption price
(expressed as a percentage of the principal amount) set forth below, plus interest accrued to
the date fixed for redemption:

Period During Which Redeemed Redemption
Dates Inclusive) Price

(B) Mandatory Sinking Fund Redemption. The Bonds maturing on
, are subject to mandatory sinking fund redemption prior
to maturing on __ of the years and in the principal amounts set forth
below, at the redemption price of 100% of the principal amount of each Bond so called for
redemption plus interest accrued to the date fixed for redemption:

Bonds Maturing

Year Principal Amount
Bonds Maturing

Year Principal Amount
Bonds Maturing

Year Principal Amount
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Bonds Maturing

Year ) Principal Amount

* Final Maturity

In the event of any redemption of less than all outstanding Bonds, Bonds shall be
selected for redemption by lot or in such other manner deemed appropriate by the Paying
Agent. If less than all the Bonds are to be redeemed, the Bonds to be redeemed shall be
identified by reference to the Series designation, date of issue, CUSIP numbers and Maturity
Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the Paying
Agent on behalf of the Issuer by mailing an official redemption notice by registered or
certified mail at least 30 days and not more than 60 days prior to the date fixed for
redemption to the Registered Owner of the Bond or Bonds to be redeemed at the address
shown on the Bond Registrar or at such other address as is furnished in writing by such
Registered Owner to the Registrar. A copy of such notice of redemption shall also be
mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so to be redeemed shall, on the Redemption Date, become due and
payable at the redemption price therein specified, and from and after such date (unless the
Issuer shall default in the payment of the redemption price) such Bonds or portions of Bonds
shall cease to bear interest.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

This Bond is payable from and secured by a pledge of the Net Revenues (as defined
in the Resolution) to be derived from the operation of the Sysiem, on a parity with the
pledge of Net Revenues in favor of the holders of the Prior Bonds and senior and prior to the
Notes, and from moneys in the reserve account created under the Resolution for the Bonds
(the “2010 Series A Bonds Reserve Account”) and unexpected proceeds of the Bonds. Such
Net Revenues shall be sufficient to pay the principal of and interest on all bonds which may
be issued pursuant to the Act and shall be set aside as a special fund hereby pledged for such
purpose. This Bond does not constitute a corporate indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same, except from said special fund provided from the Net Revenues,
the moneys in the 2010 Series A Bonds Reserve Account and unexpended proceeds of the
Bonds. Pursuant to the Resolution, the Issuer has covenanted and agreed to establish and
maintain just and equitable rates and charges for the use of the System and the services
rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and
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to leave a balance each year equal to at least 115% of the maximum amount payable in any
year for principal of and interest, if any, on the Bonds and all other obligations secured by a
lien on or payable from such revenues prior to or on a parity with the Bonds, including the
Prior Bonds. Additional parity bonds may be issued under the conditions and within the
limitations set forth in the Resolution.

All moneys received from the sale of this Bond except for accrued interest thereon
shall be applied solely to refund the Bonds to be Refunded, fund a reserve account for the
Bonds, and pay costs of issuance thereof, and there shall be, and hereby is, created and
granted a lien upon such moneys, until so applied, in favor of the registered owner of this
Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent to and in the
issuance of this Bond do exist, have happened and have been performed in due time, form
and manner as required by law, and that the amount of this Bond, together with all other
obligations of said Issuer, does not exceed any limit prescribed by the Constitution or
statutes of the State of West Virginia, and that a sufficient amount of the Net Revenues of
the System has been pledged to and will be set aside into said special fund by said Issuer for
the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the qualities and incidents
of, a negotiable instrument under the Uniform Commercial Code of the State of West
Virginia, but may be transferred only upon the surrender hereof at the office of the Registrar
and otherwise as provided by the Resolution.

This Bond, together with the interest thereon, is under the Act exempt from taxation
by the State of West Virginia, and the other taxing bodies of the State,

This Bond has been designated a “qualified tax-exempt obligation” within the
meaning of Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

This Bond shall not be entitled to any benefit under the Resolution, or become valid
or obligatory for any purpose, until the certificate of authentication and registration thereon
shall have been signed by the Registrar,

All provisions of the Resolution and the statutes under which this Bond is issued
shall be deemed to be a part of the contract evidenced by this Bond to the same extent as if

written fully herein,

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREQF, JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT (WEST VIRGINIA) has caused this bond to be signed by its Chairman, and its
corporate seal to be imprinted hereon and attested by its Secretary, and has caused this Bond
to be dated, as of the Bond Date specified above,

[SEAL]
(Manual or Facsimile Signature)
Chairman

ATTEST:

(Manug] or Facsimile Signature)
Secretary
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the written-mentioned

Resolution and has been duly registered in the name of the Registered Owner on the date set
forth below.

Dated: , 2010

as Registrar

Its: Autherized Officer
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ASSIGNMENT

Social Security or Other Identifying Number of Assignee

FOR VAILUE RECEIVED, the undersigned hereby sells, assigns and
transfers unto '

the within Bond and does hereby

irrevocably constitute and appoint

to transfer the said Bond on the
books kept for registration thereof with full power of substitution in the premises.

Dated: ,

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor’s signature to this Assignment must correspond
with the name as it appears upon the face of the within Bond in every particular, without
alteration or any change whatever.
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EXHIBIT B- FORM OF CERTIFICATE OF DETERMINATION

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

CERTIFICATE OF DETERMINATION

The undersigned, , Chairman of the Jefferson County
Public Service District (the “District™), in accordance with Sections 2.02 and 2.03 of the
Bond Resolution adopted by the Board of the District (the “Board™) on April 6, 2010 (the
“Parameters Resolution™), with respect to the § Jefferson County Public Service
District (West Virginia) Sewer Refunding Revenue Bonds, 2010 Series A (the “2010 Series
A Bonds”), hereby determines, that:

L. The 2010 Series A Bonds shall be issued in the aggregate principal amount
of § which is less than the $1,975,000 principal amount approved by the
Parameters Resolution.

2. The 2010 Series A Bonds shall mature on 1, 20, which does
not exceed the Maturity Date established by the Parameters Resolution.

3. The 2010 Series A Bonds shall bear interest upon original issuance at the
rates set forth in Schedule A. The interest rates on the 2010 Series A Bonds upon original
issuance do not exceed the maximum rate of 7.5% per annum established by the Parameters
Resolution.

4, The 2010 Series A Bonds shall be subject to mandatory and optional
redemption prior to maturity as set forth on the attached Schedule A.

5. The 2010 Series A Bonds shall be sold to Crews & Associates, Inc. (the
“Underwriter”) in accordance with the terms of the Purchase Contract dated
2010 between the Underwriter and the Issuer, at an aggregate purchase price of
$ (representing par valtue less an underwriting discount of $
and a net original issue discount of § ).

6. The 2010 Series A Bonds shall be dated 2010,

7. The 2010 Series A Bonds shall be designated as set forth above.
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The undersigned certifies that the foregoing terms and conditions of the 2010 Series
A Bonds are within the limitations prescribed by Chapter 16, Article 13A of the Code of
West Virginia, 1931, as amended, and within the limits prescribed by the Parameters
Resolution.

JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT

By:

Its:

Dated: 2010
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SCHEDULE A TO EXHIBIT B

CERTAIN DETAILS OF THE BONDS

The Bonds shall bear interest (based on a 360-day year of twelve 30-day months)
at the respective rates and shall mature on 1 of the years and in the principal
amounts set forth below:

Principal
Year Amount Interest Rate Yield CUSIP

Redemption Provisions

Mandatory Sinking Fund Redemption. The Bonds maturing are
subject to mandatory redemption, prior to their stated Maturity Date, in part, from payments
deposited in the Fund, on 1 in the years set forth below. The
redemption price will be 100% of the principal amount of the Bonds to be so redeemed plus
accrued interest, if any, to the redemption date. On the following dates, such maturity of
Bonds shall be redeemed or paid in the amounts set forth opposite each such date:
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Maturing 1,20

Year Principal Amount

* Denotes final maturity

Optional Redemption. The Bonds are not subject to optional redemption prior to
. At the option of the Issuer, the Bonds will be subject to redemption
prior to maturity on and after , as a whole at any
time and in part on any Interest Payment Date, in inverse order of maturity and by random
selection within maturities if less than all of any maturity, al a redemption price (expressed
as a percentage of the principal amount) set forth below, plus interest accrued to the date
fixed for redemption:

Period During Which Redeemed Redemption
Dates Inclusive) Price
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EXHIBIT C— FORM OF ESCROW AGREEMENT

$
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

ESCROW AGREEMENT

This ESCROW AGREEMENT, made and entered into as of 2010, by
and between JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (the “Issuer”) and the
WEST VIRGINIA MUNICIPAL BOND COMMISSION (the “Commission” or the
“Escrow Agent”).

WITNESSETH THAT:

WHEREAS, the Issuer presently owns and operates a public sewerage system (the
“System”) and has heretofore financed the acquisition and construction of the System and
certain additions, extensions and improvements thereto by issuance of Prior Bonds (as
hereinafier defined), including its Sewer Refunding Revenue Bonds, Series 1998A, dated
February 15, 1998, issued in the original aggregate principal amount of $2,430,000 (the
“Bonds to be Refunded™);

WHEREAS, the Issuer currently has outstanding its (i) Sewer Revenue Bonds,
Series 1988B, dated May 5, 1988, issued in the original aggregate principal amount of
$425,767 (the “Serics 1988B Bonds™), (ii) Sewer Revenue Bonds, Series 1993A (West
Virginia SRF Program), dated November 10, 1993, issued in the original aggregate principal
amount of $971,000 (the “Series 1993A Bonds™), (iii) Sewer Revenue Bonds, Series 1998B
(West Virginia SRF Program), dated June 2, 1998, issued in the original aggregate principal
amount of $599,089 (the “Series 1998B Bonds™), (iv) Sewer Revenue Bonds, Series 1998C
(West Virginia Infrastructure Fund), dated June 2, 1998, issued in the original aggregate
principal amount of $662,039 (the “Series 1998C Bonds™), (v) Sewer Revenue Bonds,
Series 1999A (West Virginia SRF Program), dated December 8, 1999, issued in the original
aggregate principal amount of $378,363 (the “Series 1999A Bonds™), (vi) Sewer Revenue
Bonds, Series 2000A (West Virginia SRF Program), dated June 22, 2000, issued in the
original aggregate principal amount of $1,154,889 (the “Series 2000A Bonds™), and (vii)
Sewer Revenue Bonds, Series 2008 A (West Virginia SRF Program), dated June 18, 2008,
issued in the original aggregate principal amount of $2,005,000 (the “Series 2008 A Bonds,”
and collectively with the Series 1988B Bonds, the Series 1993A Bonds, the Series 1998B
Bonds, the Series 1998C Bonds, the Series 1999A Bonds, the Series 2000A Bonds and the
Series 2008 A Bonds, the “Prior Bonds™).

WHEREAS, under the provisions of Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the “Act™), the Issuer is authorized and empowered to issue
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refunding revenue bonds for the purpose of retiring or refinancing all or any apart of the
outstanding Bonds to be Refunded,

WHEREAS, the Issuer is advised that present value debt service savings will be
realized as a result of the refunding of the Bonds to be Refunded;

WHEREAS, the Issuer has determined and hereby determines that it would therefore
be to the benefit of the Issuer and its residents to refund the Bonds to be Refunded and to
redeem the Bonds to be Refunded on the Redemption Date (hereinafter defined), in the
manner set forth herein with proceeds of a series of bonds to be designated “Sewer
Refunding Revenue Bonds, 2010 Series A” (the “2010 Bonds™), in the maximum aggregate
principal amount of not more than $1,975,000, together with other moneys of the Issuer;

WHEREAS, the Bonds to be Refunded were issued pursuant to a resolution of the
Issuer duly adopted on February 26, 1998, as supplemented by a resolution of the Issuer
duly adopted on February 26, 1998 (collectively, the “1998 Resolution™);

WHEREAS, the Issuer has determined to issue its Sewer Refunding Revenue
Bonds, 2010 Series A (the “2010 Series A Bonds™) pursuant to a resolution adopted April 6,
2010 (the “Resolution™), and contemporaneously therewith, legally defease the Bonds to be
Refunded by applying proceeds of the 2010 Series A Bonds and certain moneys of the
Issuer (“Issuer’s Funds™) which shall be deposited in the Escrow Fund herein described,;

WHEREAS, capitalized terms used herein and otherwise defined shall have the
meanings sct forth in the Resolution;

WHEREAS, the amounts deposited in the Escrow Fund delivered to the Escrow
Agent simultaneously with the delivery of the 2010 Series A Bonds, are in such principal
amount and mature and bear interest at such rates and are payable at such times and in such
amounts as to insure the payment of the principal of and interest on the Bonds to be
Refunded on the redemption date thereof, being , 2010 (the “Redemption
Date”), the entire remaining principal amount of the Bonds to be Refunded then outstanding,
together with a redemption premium and interest accrued thereon to such date (collectively,
the “Redemption Price”) and the Redemption Pricé is an amount sufficient to fully defease
the Bonds to be Refunded pursuant to the Verification Report, dated , 2010, of
, a firm of independent certified public accountants, attached
hereto as EXHIBIT A — VERIFICATION REPORT (the “Verification Report™); and

WHEREAS, the Issuer has found it desirable to appoint the Escrow Agent and the
Escrow Agent has agreed to such appointment for the purposes of receiving the deposits to
the escrow fund (hereinafter defined) and disbursing to the paying agent such amounts as
may be necessary to provide the Redemption Price on the Redemption Date;
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NOW, THEREFORE, in consideration of the mutual agreements contained herein,
and in order further to secure payment of the Bonds to be Refunded, as heretofore provided,
the parties hereto mutually undertake, promise and agree for themselves, their respective
representatives, successors and assigns, as follows:

1. There is hereby created and established with the Escrow Agent an
irrevocable trust fund to be known as the “Escrow Fund,” to be held in the custody of the
Escrow Agent, separate and apart from all other funds of the Issuer and the Escrow Agent.
The deposits of moneys in the Escrow Fund shall constitute an irrevocable deposit of said
moneys in trust for, and such moneys, together with any income or interest earned thereon,
shall be applied, except as otherwise provided herein, to the payment of the Redemption
Price of the Bonds to be Refunded on the Redemption Date, all in accordance with
paragraph 4 hereof.

2. Concurrently with the delivery of the 2010 Series A Bonds, the Commission
shall transfer from the Bonds to be Refunded Sinking Fund the sum of $ to the
Escrow Agent for deposit into the Escrow Fund and from the Bonds to be Refunded Reserve
Account the sum of $ to the Escrow Agent for deposit into the Escrow Fund.

3. Concurrently with the delivery of the 2010 Serics A Bonds, the Issuer and
the Escrow Agent shall cause (i) 2010 Series A Bonds proceeds in the amount of
$ and (ii) the amount described in paragraph 2 above, on deposit with the
Commission in the Bonds to be Refunded Sinking Fund and Reserve Account in the amount
of § (total of $ ) to be deposited in the Escrow Fund and shall be
- applied solely to the payment of the Bonds to be Refunded. , has
certified, in its Verification Report, attached hereto as EXHIBIT A, that the cash in the
Escrow Fund will be sufficient to pay the principal of and interest on the Bonds to be
Refunded as the same become due, and on the Redemption Date. The monies in the Escrow
Fund shall not be invested.

4, The Escrow Agent shall transfer from the Escrow Fund and deposit the
Redemption Price directly with the paying agent for the Bonds to be Refunded, in
immediately available funds on the Redemption Date.

5. The holders of the Bonds to be Refunded shall have an express lien on all
money and assets in the Escrow Fund until paid out, used and applied in accordance with
this Agreement.

6. Subject to the provisions of paragraph 15 hereof, 12 months after the
payment of all amounts required to be paid pursuant to paragraph 4 of this Agreement, the
amounts remaining in the Escrow Fund, if any, shall be deposited by the Escrow Agent in
the 2010 Series A Bonds Sinking Fund, and applied to payment of the 2010 Series A Bonds.
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7. The Escrow Agent shall be entitled to fees for services rendered under this
Escrow Agreement and reasonable expenses as set forth in EXHIBIT B — ESCROW
AGENT FEES, attached hereto. The Issuer shall pay from its own funds, to the Escrow
Agent the amounts at the times set forth in EXHIBIT B. In no event shall such fees or
expenses be paid from the Escrow Fund, nor shall the Escrow Agent or the paying agent
have any lien whatsoever upon any of the moneys in the Escrow Fund for the payment of
such fees or expenses.

8. The Issuer and the Escrow Agent independently hereby covenant that no part
of the moneys or funds at any time in the Escrow Fund shall be used directly or indirectly to
acquire any securities or obligations, the acquisition of which would cause any of the Bonds
to be Refunded or the 2010 Series A Bonds to be an “arbitrage bond” as defined in Section
148 of the Code, or to be subject to treatment under Section 148 as an obligation not
described in Section 103 of the Code.

9. The Escrow Agent shall not have any responsibility with respect to the
sufficiency of this Escrow Agreement to effect payment, redemption or defeasance of the
Bonds to be Refunded. The liability of the Escrow Agent for the payment of the principal
of, interest on and Redemption Price of the Bonds to be Refunded shall be limited to the
payment of all amounts required to be paid pursuant to paragraph 4 hereof. The Escrow
Agent shall not be liable or responsible because of the failure of the Issuer to perform any
act required of it by this Escrow Agreement. The Escrow Agent shall have no responsibility
to the Issuer or any other person in connection with this Escrow Agreement except as
specifically provided herein, and shall not be responsible for anything done or omitted to be
done by it except for its own negligence or willful default in the performance of any
obligation imposed on it hereunder.

10. By execution of this Escrow Agreement, the Escrow Agent accepts the
duties and obligations as Escrow Agent hereunder. The Escrow Agent represents that it has
all requisite power, and has taken all action necessary to execute the trusts hereby created.

11.  If the Escrow Agent is called upon by the terms of this Escrow Agreement to
determine the occurrence of any vent or contingency, the Escrow Agent may request from
the Issuer or any other person such reasonable additional evidence as the Escrow Agent in
its discretion may deem necessary to determine any fact relating to the occurrence of such
event or contingency, and in this connection may inquire and consult with the Issuer, at any
time. The Escrow Agent may request an opinion of counsel for a determination of any legal
issue which might arise in the performance of its duties hereunder and may act in
accordance with the advice given in such opinion.

12. The Escrow Agent may act upon any notice, request, waiver, consent,
certificate, receipt, authorization, power of attorney or other instrument or document which
the Escrow Agent in good faith believes to be genuine and correct and to have been signed
or sent by the proper person or persons.
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13. The Escrow Agent may resign or be removed by the Issuer, and thereby
become discharged from the trusts hereby created, by notice given to the Issuer not less than
thirty (30) days before such resignation or removal shall take effect. Such resignation or
removal shall take effect immediately, however, upon the earlier appointment of a new
Escrow Agent hereunder and acceptance of the trusts hereby created. The Escrow Agent
shall continue to serve as Escrow Agent until a successor is appointed and the funds held
hereunder transferred. The Escrow Agent shall provide a proper accounting to the Issuer of
all funds deposited pursuant to this Escrow Agreement within 30 days of the appointment of
a successor Escrow Agent. If no such appointment has been made at the end of the 30 day
period, the Escrow Agent may petition a court of competent jurisdiction for appointment of
a successor or temporary Escrow Agent. In the event of the resignation or removal of the
Escrow Agent, the Escrow Agent shall rebate to the Issuer any fees theretofore paid in
advance by the Issuer to the Escrow Agent for its services under this Escrow Agreement.

14.  This Escrow Agreement is made for the benefit of the Issuer, the Escrow
Agent and the holders of the Bonds to be Refunded, except as otherwise expressly provided
herein. This Escrow Agreement may be modified or amended at anytime, provided,
however, that no such modification or amendment shall be made which would, materially
adversely affect the interest of any of the holders of the Bonds to be Refunded.

15.  If any Outstanding Bonds to be Refunded are not presented for payment on
the Redemption Date, and moneys are held by the Escrow Agent for payment thereof, such
mongeys shall be held for such purposes for a period of 2 years from the Redemption Date, at
which time such moneys shall be paid to the Issuer. Following such payment to the Issuer,
the Issuer shall be responsible for payment to any holder of the Bonds to be Refunded
presenting such Bonds to be Refunded to the Escrow Agent of the amount payable to such
holder.

16.  This Escrow Agreement shall terminate on the earlier of the date on which
all the Outstanding Bonds to be Refunded have been redeemed, paid in full and discharged,
or, as described in paragraph 15 above, 2 years after the last date on which payment on the
Bonds to be Refunded is due. Upon termination of this Escrow Agreement, any remaining
moneys in the Escrow Fund shall be transferred as provided in paragraph 6 hereof.

17.  If any one or more of the covenants or agreements provided in this Escrow
Agreement to be performed on the part of any of the parties hereto shall be determined by a
court of competent jurisdiction to be contrary to law, such covenants or agreement shall be
deemed and construed to be severable from the remaining covenants and agreements here in
contained and shall in no way affect the validity of the remaining provisions of this Escrow
Agreement.

18. This Escrow Agreement may be executed in several counterparts, all or any

of which shall be regarded for all purposes as one original and shall constitute and be but
one and the same instrument.
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19.  This Escrow Agreement is made in the State of West Virginia under the
Constitution and laws of such State and is to be so construed.

IN WITNESS WHEREOF, the parties hereto have executed this Escrow Agreement
on the day and year first above written.

JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT

By:

Its: Chairman

WEST VIRGINIA MUNICIPAL BOND
COMMISSION

By:

Its: Executive Director
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EXHIBIT A TO ESCROW AGREEMENT -
VERIFICATION REPORT

(See Tab 39)
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EXHIBIT B TO ESCROW AGREEMENT-
ESCROW AGENT FEES

None.
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EXHIBIT D — FORM OF PURCHASE CONTRACT

(See Tab 4)
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EXHIBIT E — FORM OF CONTINUING DISCLOSURE AGREEMENT

(See Tab 7)
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EXHIBIT F — FORM OF PRELIMINARY OFFICIAL STATEMENT

(See Tab 5)

-77 -



$ \.845 omp &°
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

SUPPLEMENTAL RESOLUTION

WHEREAS, the Public Service Board (the “Board™) of Jefferson County Public
Service District (the “District”) has been advised that the Chairman will not be available to
execute bond closing documents at the closing of the above-referenced issue (the “Bonds™);

WHEREAS, the Board desires to appoint the Treasurer as Acting Chairman under
the Bond Resolution adopted by the Board of the District on April 6, 2010 (the “Bond Resolution™)
and to have all rights, duties and obligations in connection therewith in accordance with the terms of
the Bond Resolution and documents entered info in connection therewith for the issuance of the
Bonds, specifically;

NOW, THEREFORE, BE IT RESOLVED BY THE BOARD AS FOLLOWS:

1. The Board hereby appoints Peter L. Appignani, Treasurer to serve as Acting
Chairman under the Bond Resolution and to have all rights, duties and powers in connection
therewith that the Chairman would have in accordance with the terms of the Bond Resolution and all
documents executed and delivered by the District in connection with the issuance of the Bonds,
including, but not limited to, the authority to execute the Bonds in the name of the District.

2. This Resolution shall take effect immediately upon adoption,
Adopted this Ef:iay ofDune , 2010

e N

Secreta

e G

2221777
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$1,895,000
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
_ (WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

CERTIFICATE OF DETERMINATION

The undersigned, James D. Cummins, Secretary, of the Jefferson County Public Service
District (the “District™), in accordance with Sections 2.02 and 2.03 of the Bond Resolution
adopted by the Board of the District (the “Board”) on April 6, 2010 (the “Parameters
Resolution™), with respect to the $1,895,000 Jefferson County Public Service District (West
Virginia) Sewer Refunding Revenue Bonds, 2010 Series A (the “2010 Series A Bonds”), hereby
determines, that:

1. The 2010 Series A Bonds shall be issued in the aggregate principal amount of
$1,895,000, which is less than the principal amount approved by the Parameters Resolution and
as set forth in the Order from the Public Service Commission of West Virginia dated May 20,
2010 in Case No. 10-0328-PSD-PC approving the refunding (the “PSC Order”).

2. The 2010 Series A Bonds shall mature on October 1, 2028, which does not
exceed the Maturity Date established by the Parameters Resolution of October 1, 2028.

3. The 2010 Series A Bonds shall bear interest upon original issuance at the rates set
forth in Schedule A. The interest rates on the 2010 Series A Bonds upon original issuance do
not exceed the maximum rate of 7.5% per annum established by the Parameters Resolution.

4, The 2010 Series A Bonds shall be subject to mandatory and optional redemption
prior to maturity as set forth on the attached Schedule A.

5. The 2010 Series A Bonds shall be sold to Crews & Associates, Inc. (the
“Underwriter”) in accordance with the terms of the Purchase Contract dated June 17, 2010
between the Underwriter and the Issuer, at an aggregate purchase price of $1,837,006.95
(representing par value less an underwriting discount of $47,375, and original issue discount of
$10,618.05).

6. The 2010 Series A Bonds shall be dated June 24, 2010,

7. The 2010 Series A Bonds shall be designated as set forth above.



8. The Interest Payment Date shall be each April 1 and October 1, commencing
October 1, 2010. The Principal Payment Date shall be each October 1, commencing October 1,
2010.

9. Pursuant to the final numbers received from the Underwriter, the yield on the
2010 Series A Bonds is 4.1569751% which does not exceed 4.75% as set forth in the PSC Order.

10. The Bank of New York Mellon, Woodland Park, New Jersey, is hereby
appointed as Registrar under the Parameters Resolution and Dissemination Agent under the
Continuing Disclosure Agreement. ‘

11.  MVB Bank, Charles Town, West Virginia, is hereby appointed as the Depository
Bank under the Parameters Resolution.

[SIGNATURE FOLLOWS]



The undersigned certifies that the foregoing terms and conditions of the 2010 Series
A Bonds are within the limitations prescribed by Chapter 16, Article 13A of the Code of

West Virginia, 1931, as amended, and within the limits prescribed by the Parameters
Resolution.

JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT

By: u C~—~_/

It@&u..ﬁ‘a,_

Dated: June {7, 2010

JCPSD - Certificate of Determination
121232



SCHEDULE A

2010 SERIES A BOND TERMS

$240,000 3.000% Term Bonds due October 1, 2013 at 100.000% CUSIP No. 473671 ANS
$355,000 3.500% Term Bonds due October 1, 2017 at 100.000% CUSIP No. 473671APO
$195,000 3.750% Term Bonds due October 1, 2019 at 100.000% CUSIP No. 473671AQ8
$215,000 4.000% Term Bonds due October 1, 2021 at 100.000% CUSIP No. 473671 AR6
$225,000 4.100% Term Bonds due October 1, 2023 at  98.485% CUSIP No. 473671A54
$245,000 4.375% Term Bonds due October I 2025 at  99.718% CUSIP No. 473671AT2
$420,000 4.375% Term Bonds due October 1 2028 at 98.448% CUSIP No. 473671AUS

Optional Redemption

The 2010 Series A Bonds are not subject to optional redemption prior to October 1, 2015. At the option of
the District, the 2010 Series A Bonds will be subject to redemption prior to maturity on and after October 1, 2015,
as a whole at any time and in part on any Interest Payment Date, in inverse order of maturity and by random
selection within maturities if less than all of any maturity, at a redemption price equal to the principal amount being
redeemed, plus interest accrued to the date fixed for redemption.

Mandatory Sinking Fund Redemption

The 2010 Series A Bonds maturing October 1, 2013, October 1, 2017, October 1, 2019, October 1, 2021,
October 1, 2023, October 1, 2025 and October 1, 2028, are subject to mandatory redemption prior to their stated
Maturity Date, in part, from payments deposited in the 2010 Series A Bonds Redemption Account, on October 1 in
the years set forth below. The redemption price will be 100% of the principal amount of the 2010 Series A Bonds to
be so redeemed plus accrued interest, if any, to the redemption date. On the following dates, such maturity of 2010
Series A Bonds shall be redeemed or paid in the amounts set forth opposite each such date:

Maturing October 1. 2013

Year Princinal Amount

2011 $80,000

2012 $80,000

2013 $80,000

Maturing October 1, 2017

Year Princinal Amount
2014 $85,000
2015 $85,000
2016 $90,000

2017 ' $95,000



*Denotes final maturity

Maturing October 1, 2019

Year Principal Amount

2018 $95,000

2019 $100,000
Maturing October 1, 2021

Year Principal Amount

2020 $105,000
2021 $110,000

Maturing October 1, 2023

Year Principal Amount
2022 $110,000
2023 $115,000

Maturing October 1, 2025

Year Principal Amount
2024 $120,000
2025 $125,000

Maturing October 1, 2028*

Year Principal Amount
2026 $135,000
2027 $140,000
2028 $145,000




Bond Purchase Agreement

PURCHASE CONTRACT

Date: June 17, 2010

Jefferson County Public Service District
340 Edmond Road, Suite A
Keameysville, West Virginia 25430

Re: $1,895,000 Jefferson County Public Service District (West Virginia)
Sewer Refunding Revenue Bonds, 2010 Series A

quies and Gentlemen:

Crews & Associates, Inc. (the “Underwriter”) offers to enter into the following agreement with
the Jefferson County Public Service District (West Virginia) (the “Issuer”) which, upon your acceptance
of this offer, will be binding upon you and upon the Underwriter. Words and terms not otherwise defined
herein shall have the same meanings as set forth in the Official Statement described in Section 3 hereof.

This offer is made subject to acceptance by the Issuer on or before June 17, 2010, at 5:00 p.m.,
New York, New York time.

I Upon and subject to the terms and conditions and upon the basis of the respective
representations, warranties and covenants hereinafter set forth, the Underwriter hereby agrees to purchase
from the Issuer, and the Issuer hereby agrees to sell to the Underwriter, all (but not less than all} of the
$1,895,000 Jefferson County Public Service District (West Virginia) Sewer Refunding Revenue Bonds,
2010 Series A (the “2010 Series A Bonds” or the “Bonds™), at an aggregate purchase price of
$1,837,006.95 (which represenis the aggregate principal amount of the 2010 Series A Bonds, less original
issue discount in the amount of $10,618.05 and underwriting discount in the amount of $47,375).

The 2010 Series A Bonds are to be special limited obligations of the Issuer, issued pursuant to a
Bond Resolution duly adopted by the Issuer on April 6, 2010, as supplemented by a Supplemental
Resolution to be duly adopted by the Issuer on June 18, 2010 (collectively, the “Resolution™) with the
final terms to be as set forth and described in a Certificate of Determination executed and delivered by the
Issuer on June 17, 2010 (the “Certificate of Determination™). The payment of the debt service of all of
the 2010 Series A Bonds are secured forthwith equally and ratably by: (i) the Net Revenues of the
sewerage system of the Issuer (the “System™), on a parity with respect to lien on, source of and security
for payment with the Prior Bonds (hereinafter defined), and senior and prior to the Notes (hereinafter
defined), (ii) the monies on deposit in the funds and accounts established by the Resolution in connection
with the 2010 Series A Bonds, including the monies on deposit in the Escrow Fund (the “Escrow Fund™)
established pursuant to the Escrow Agreement, dated June 24, 2010, between the Issuer and the West
Virginia Municipal Bond Commission (the “Escrow Agreement™), and (iii) the unexpended proceeds of
the 2010 Series A Bonds. The Net Revenues derived from the System, in an amount sufficient to pay the
principal of and interest on the 2010 Series A Bonds and the Prior Bonds, and all other payments
provided for in the Resolution, are irrevocably pledged in the manner provided in the Resolution to the
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payment of the principal of and interest on the 2010 Series A Bonds as the same become due and for the
other purposes provided in the Resolution.

The Tssuer currently has outstanding the following revenue bonds which are secured by the Net
Revenues of the System: (i} Sewer Revenue Bonds, Series 1988 B (West Virginia Water Development
Authority), dated May 5, 1988, issued in the original aggregate principal amount of $425,767 (the “Series
1988 B Bonds™), (ii) Sewer Revenue Bonds, Series 1993 A (West Virginia SRF Program), dated
November 10, 1993, issued in the original aggregate principal amount of $971,000 (the “Series 1993 A
- Bonds™); (iii) Sewer Refunding Revenue Bonds, Series 1998 A, dated February 15, 1998, issued in the
original aggregate principal amount of $2,430,000 (the “Series 1998 A Bonds™); (iv) Sewer Revenue
Bonds, Series 1998 B (West Virginia SRF Program), dated June 25, 1998, issued in the original aggregate
principal amount of $599,089 (the “Series 1998 B Bonds™); (v) Sewer Revenue Bonds, Series 1998 C
(West Virginia Infrastructure Fund), dated June 25, 1998, issued in the original aggregate principal
amount of $662,039 (the “Series 1998 C Bonds™); (vi} Sewer Revenue Bonds, Series 1999 A (West
Virginia SRF Program), dated December 8, 1999, issued in the original aggregate principal amount of
$378,363 (the “Series 1999 A Bonds™); (vii) Sewer Revenue Bonds, Series 2000 A (West Virginia SRF
Program), dated June 22, 2000, issued in the original aggregate principal amount of $1,154,889 (the
“Series 2000 A Bonds™); and (viii) Sewer Revenue Bonds, Series 2008 A (West Virginia SRF Programy},
dated June 18, 2008, issued in the original aggregate principal amount of $2,005,000 (the “Series 2008 A
Bonds™) (collectively, hereinafter called the *Prior Bonds™). The resolutions pursuant to which the Prior
Bonds were issued are hereinafter collectively called the “Prior Resolutions.”

The 2010 Series A Bonds shall be issued on a parity with fespect to lien on, source of and security for
payment with the Prior Bonds. The Issuer may issue additional bonds which are on a parity with the 2010 Series
A Bonds in the manner and subject to the terms and conditions set forth in Section 6.07 of the Resolution.

The Issuer also has outstanding its Refunding Sewerage System Bond Anticipation Notes, Series
2010 (the “Notes™), dated January 6, 2010, issued in the aggregate principal amount of $750,000. The
Notes are payable only from and secured by a first lien on (i} the proceeds of revenue bonds or other
obligations of the Issuer to be issued subsequent to the issuance of the Notes to permanently finance the
costs of the project refinanced by the proceeds of the Notes; (i) the proceeds of any grants received by
the Issuer for the project refinanced by the proceeds of the Notes, and (iii) the Surplus Revenues, if any,
of the System. The Notes are subordinate in all respects to the 2010 Series A Bonds and the Prior Bonds.

The proceeds of the 2010 Series A Bonds, together with other funds of the Issuer available
therefor, will be used as follows: (i) to finance the current refunding and repayment in full of the Issuer’s
- outstanding Sewer Refunding Revenue Bonds, Series 1998 A, dated February 15, 1998, issued in the
original aggregate principal amount of $2,430,000 (the “Bonds to be Refunded™); (ii) to fund a debt
service reserve account; and (iii) to pay costs of issuance of the 2010 Series A Bonds and related costs.

2. The 2010 Series A Bonds will mature on the dates and in the amounts, will bear interest
at the rates, and be subject to option and mandatory redemption as set forth on Exhibit A hereto,

3. Within three business days of its acceptance hereof, the Issuer shall deliver to the
Underwriter at the expense of the Issuer a sufficient number of copies of a final Official Statement of the
Issuer of even date herewith, executed by the Issuer {the “Official Statement™) to enable the Underwriter
to provide an Qfficial Statement with confirmation of the purchase of the Bonds and to otherwise provide
copies of the Official Statement as required by Rule 15¢2-12 under the Securities Exchange Act of 1934,
The Official Statement shall be in substantially the same form as that of the Preliminary Official
Statement of the Issuer dated June 15, 2010 (the “Preliminary Official Statement™) previously distributed
with respect to the 2010 Series A Bonds. The Issuer hereby authorizes the use of the Official Statement




and the information therein contained in connection with the public offering and sale of the 2010 Series A
Bonds.

The Issuer hereby approves the forms of, and consents to the Underwriter's use of, the
Preliminary Official Statement and the Official Statement in connection with the offering and sale of the
2010 Series A Bonds. The Official Statement is hereby deemed final within the meaning of Rule 15¢2-12
. under the Securities Exchange Act of 1934, with such changes, omissions, insertions and revisions as the
Chairman of the Issuer shall deem advisable, such signature to evidence approval thereof, and is hereby
authorized. :

4. In order to induce the Underwriter to enter into this Bond Purchase Agreement, the
Issuer hereby represents and warrants to the Underwriter that beth at the time of acceptance hereof by the
Issuer and at the time of Closing (as hereinafter defined):

(a) the statements and information contained in the Official Statement under the
heading “INTRODUCTION,” “SOURCES AND USES OF FUNDS,” “SECURITY FOR THE 2010
SERIES A BONDS,” “THE SYSTEM,” “LITIGATION,” “FINANCIAL STATEMENTS OF THE
DISTRICT,” “CONTINUING DISCLOSURE,” and APPENDICES A, B and C are and will be true,
correct and complete in all material respects and such statements and information do not and will not
contain any untrue or misleading statement of a material fact or omit any statement or information which
is necessary to make the statements and information therein, in the light of the circumstances under which
they were made or presented, not misleading in any material respect;

) the Issuer is and will be duly organized and validly existing under the laws of the
State of West Virginia with the powers and authority set forth in Chapter 16, Article 13A of the Code of
West Virginia, 1931, as amended (collectively, the “Act”), including the full legal right, power and
authority to issue revenue bonds to finance the costs of the refunding of the Bonds to be Refunded and to
enter into this Bond Purchase Agreement, to adopt resolutions with respect to the 2010 Series A Bonds, to
issue, sell and deliver the Bonds to the Underwriter as provided herein and to carry out and consummate
all other transactions contemplated by the aforesaid documents;

(c) when delivered to and paid for by the Underwriter at the Closing in accordance
with the provisions of this Bond Purchase Agreement, the Bonds will have been duly authorized,
executed, authenticated, issued and delivered and will constitute valid and binding special obligations of
the Issuer of the character permitted by the Act (as defined in the Resolution), in conformity with, and
entitled to the benefit and security of, the Act and the Resolution;

{d) the execution and delivery of this Bond Purchase Agreement, the 2010 Series A
‘Bonds, the Tax Compliance Certificate of the Issuer dated June 24, 2010 (the “Tax Certificate™), the
Escrow Agreement, dated June 24, 2010, by and between the Issuer and the West Virginia Municipal
Bond Commission (the “Escrow Agreement”™), the Continuing Disclosure Agreement, dated June 24,
2010, by and between the Issuer and The Bank of New York Mellon, as dissemination agent (the
“Continuing Disclosure Agreement”) and the other documents and certificates to be executed and
delivered by the Issuer in connection with the issuance of the 2010 Series A Bonds (collectively, the
“Bond Documents”} and compliance with the provisions hereof and thereof, under the circumstances
contemplated hereby and thereby, will not in any material respect conflict with or constitute on the part of
the Issuer a breach of or default under any agreement or other instrument to which the Issuer is a party or
any existing law, administrative regulation, court order or consent decree to which the Issuer is subject;

(e} . all approvals, consents and orders of any governmental authority, board, agency,
council or commission having jurisdiction which would constitute a condition precedent to the



performance by the Issuer of its obligations hereunder and under the Resolution and the Bonds have been
obtained or, if not, will be obtained on or prior to the time of Closing;

H no litigation is pending or, to the knowledge of the Issuer, threatened (i) seeking
to restrain or enjoin the issuance or delivery of any of the 2010 Series A Bonds or the application of
proceeds of the 2010 Series A Bonds as provided in the Resolution, (ii) in any way contesting or affecting
any authority for the issuance of the 2010 Series A Bonds or the validity of the 2010 Series A Bonds, the
Resolution or any of the Bond Documents, (iii) in any way contesting the existence or powers of the
Issuer, or (iv) in any way contesting the right of the members of the board of the Issuer to hold any of
their respective offices; ‘

(2) the Issuer is not in breach of or in default under any existing law, court or
administrative regulation, decree or order applicable to the Issuer or by which it or its property is bound,
and no event has occurred or is continuing which, with the passage of time or the giving of notice, or
both, would constitute a breach of or a default or an event of default thereunder, wherein such breach or
default would have a materially adverse impact on the transactions contemplated by this Bond Purchase
Agreement, the Official Statement or the Resolution or the validity of the 2010 Series A Bonds or any of
such other documents or any agreement or instrument to which the Issuer is a party or by which it or its
property is bound and which is used or contemplated for use in the consummation of the transactions
contemplated hereby; '

(h) any certificate signed by any officer of the Issuer and delivered to the
Underwriter at the Closing shall be deemed a representation and warranty by the Issuer to the Underwriter
as to the statements made therein;

() when this Bond Purchase Agreement is accepted by the Issuer, and when the
2010 Series A Bonds are issued, authenticated, sold and delivered to the Underwriter, each of the
representations and certifications of the Issuer herein, in the Resolution and in the Bond Documents is and
will be true, accurate and complete;

i) the Issuer has not received any judicial or administrative notice which in any way
questions the Federal tax exempt status of interest on the 2010 Series A Bonds or indicates that
certificates of the Issuer as to non-arbitrage may not be relied upon in accordance with applicable
Treasury Regulations;

k) since June 3¢, 2009, no material and adverse change has occurred in the financial
position or results of operations of the Issuer;

{8 since June 30, 2009, the Issuer has not incurred any material liabilities other than
as disclosed in the Official Statement;

(m)  to the best knowledge of the officer executing this Bond Purchase Agreement it
is not in breach of or in default under any existing law, court or administrative regulation, decree, order,
agreement or other instrument to which it is subject or is a party or by which it or any of its property is
bound, and no event has occurred and is continuing which, with the passage of time or the giving of
notice, or both, would constitute a breach of or a default or an event of default thereunder;

{n) the financial statements of the Issuer included in the Preliminary Official
Statement and the Official Statement as Appendix B thereto present fairly the financial position of the
Issuer as of the respective dates set forth thereon and the results of its operations and the changes in its
financial position for the years ending on such dates in conformity with generally accepted accounting




principles applied on a consistent basis, except as disclosed in the financial statements;

(o) the Issuer has duly taken all action necessary to be taken by it for the issuance
and sale of the Bonds by the Issuer upon the terms set forth herein and in the Official Statement and the
Resolution and for the execution, delivery and performance by it of this Bond Purchase Agreement and
the other Bond Documents and has duly taken all such other action as may be necessary or appropriate for
the effectuation and consummation of the transactions contemplated hereby or by the Official Statement

or the Bond Documents;

(p) the Issuer will not take or omit to take any action which will in any way cause or
result in the proceeds from the sale of the 2010 Series A Bonds being applied in a manner other than as

provided in the Resolution;

{q) except as may be described in the Official Statement, there is no action, suit,
proceeding, investigation at law or in equity before or by any court, public board or body pending or, to
the knowledge of the Issuer, threatened against or affecting it which, after due investigation, management
believes will result in the award of money damages in excess of the applicable insurance coverages or
wherein an unfavorable decision, ruling or finding would have a materially adverse effect on the
transactions contemplated by this Bond Purchase Agreement, the Official Statement or the Bond

Documents;

(r) the Issuer will not, while any 2010 Series A Bonds are Outstanding (within the |
meaning of the Resolution), take or permit to be taken any action which would adversely affect the
exclusion from gross income of the interest on the 2010 Series A Bonds for Federal income tax purposes;

and

(s) the Issuer is eligible and entitled to participate in the transactions contemplated
by this Bond Purchase Agreement, the Official Statement or the Bond Documents.

The Issuer covenants that between the date hereof and the time of Closing it will not take
any action, or omit to take any action, which will cause any of the representations and warranties made in
this Section 4 to be untrue or incomplete as of the time of Closing.

5. (Reserved)

6. The Issuer consents to and ratifies the use of the Preliminary Official Statement prior to
the availability of the Official Statement by the Underwriter in connection with the public offering of the
2010 Series A Bonds after the date hereof.

7, At 10:00 A M. Charleston, West Virginia time, on June 24, 2010, or at such other time or
on such other date as shall have been mutually agreed upon by the Issuer and the Underwriter (the
“Closing Date”), the Issuer will deliver the Bonds to the Underwriter through The Depository Trust
Company (“DTC”) in New York, New York, by its DTC Fast Agent, in definitive form, duly executed by
the Issuer and authenticated by the Registrar. Delivery of the documents described in Section & hereof
shall occur at the offices hereinafter specified. Upon receipt thereof, the Underwriter shall pay the
purchase price of the 2010 Series A Bonds, plus accrued interest to the Closing Date, if any, to the Issuer
in Federal funds. Such delivery and payment therefor is referred to herein as the “Closing.”

Each maturity of the 2010 Series A Bonds shall be represented by a single certificate registered in
the name of Cede & Co., as nominee of DTC, and will be made available to the Underwriter for checking
not less than 24 hours prior to the Closing Date. I is anticipated that CUSIP identification numbers will



be printed on the 2010 Series A Bonds, but neither the failure to print such numbers on any 2010 Series A
Bond, nor any error with respect thereto, shall constitute cause for a failure or refusal by the Underwriter
to accept delivery of, and pay for, the 2010 Series A Bonds in accordance with the terms of this Bond

Purchase Agreement.

The Closing as aforesaid will be held at the offices of Spilman Thomas & Battle, PLLC,
Charleston, West Virginia, or at such other place as shall have been mutually agreed upon by the Issuer
and the Underwriter.

8. The obligations of the Underwriter hereunder shall be subject (i) to the performance by
the Issuer of its obligations to be performed hereunder at or prior to the time of Closing, (ii) to the
accuracy and completeness in all material respects, in the reasonable judgment of the Underwriter, of the
representations and warranties of the Issuer made herein as of the date hereof and as of the time of
Closing and (iii) to the following conditions, including the delivery by the Issuer of such documents as
are enumerated herein in form and substance reasonably satisfactory to the Underwriter, counsel to the
Underwriter, Steptoe & Johnson PLLC, Clarksburg, West Virginia, (“Underwriter’s Counsel””) and bond
counsel, Spilman Thomas & Battle, PLLC, Charleston, West Virginia (“Bond Counsel”).

(a) At the time of Closing, (i) the Resolution and the Bond Documents shall have
been duly executed and delivered by the respective parties thereto and shall be in full force and effect and
shall not have been amended, madified or supplemented from the forms thereof heretofore submitted to
the Underwriter, except as may have been agreed to by the Underwriter with such agreement to be
conclusively evidenced by the Closing, (ii) the proceeds of the sale of the Bonds shall be deposited in
accordance with the Resolution and the Official Statement and (iii) the Issuer shall have duly adopted and
there shall be in full force and effect such resolutions as in the opinion of Underwriter’s Counsel shall be
necessary in connection with the transactions contemplated hereby.

(b) The Underwriter shall have the right to cancel its obligations to purchase the
2010 Series A Bonds if:

¢ between the date hereof and the time of Closing, (A} legislation shall be
enacted or be considered actively for enactment by the Congress, or recommended to the
Congress for passage by the President of the United States, or favorably reported for
passage to either House of Congress by any committee of such House to which such
legislation has been referred for consideration, or a decision by a court of the United
States or by the United States Tax Court shall be rendered, or a ruling, regulation,
proposed regulation, temporary regulation or official release or statement by or on behalf
of the Treasury Department of the United States, the Internal Revenue Service or any
other governmental agency shall be made or proposed to be made with respect to Federal
taxation upon revenues or other income of the general character of those to be derived by
the Issuer from operation of its System, or upon intercst on obligations of the general
character of the 2010 Series A Bonds, or (B) any other action or event shall have
transpired which may (1) have the purpose or effect, directly or indirectly, of adversely
affecting the Federal income tax consequences of any of the transactions contemplated
hereby, including without limitation in the reasonable judgment of the Underwriter,
materially adversely affect the market price or marketability of the 2010 Series A Bonds,
or the market prices or marketability generally of obligations of the general character of
the 2010 Series A Bonds, or

(2) there shall exist any event which in the reasonable judgment of the
Underwriter either (A) makes untrue or incorrect in any material respect any statement or



information contained in the Preliminary Official Statement or the Official Statement or
(B) requires the making of any additional statement so that the statements and
information set forth in the Preliminary Official Statement and/or the Official Statement
shall not be misleading in any material respect, or

3) between the date hereof and the time of Closing, there shall have
occurred any outbreak of hostilities or other national or international calamity or crisis,
the effect of which on the financial markets of the United States is such that, in the
reasonable judgment of the Underwriter, would materially adversely affect the market
price or the marketability of the 2010 Series A Bonds, or '

{4) there shall be in force a general suspension of trading on the New York
Stock Exchange or the fixing of maximum or minimum prices for trading on said
Exchange, or

(5) there shall have occurred a financial crisis or a default with respect to the
debt obligations of, or the institution of proceedings under the Federal bankruptcy laws or
West Virginia receivership law by or against, any political subdivision, agency or
instrumentality of the State of West Virginia (the effect of which being, in the reasonable
judgment of the Underwriter, to make it impracticable for the Underwriter to market the
2010 Series A Bonds or to enforce contracts for the sale of the 2010 Series A Bonds), or

(6) a general banking moratorium shall have been declared by either Federal,
West Virginia or New York authorities, the effect of which on the financial markets of
the United States is such that, in the reasonable judgment of the Underwriter, would
materially and adversely affect the market price or the marketability of the 2010 Serfes A
Bonds, or

_ )] a stop order, ruling, regulation or official statement by or on behalf of the
Securities and Exchange Commission shall be issued or made to the effect that the
issuance, offering or sale of the 2010 Series A Bonds, or of obligations of the general
character of the 2010 Series A Bonds as contemplated hereby, is in violation of any
provision of the Securities Act of 1933, as amended, the Securities Exchange Act of
1934, as amended, or the Trust Indenture Act of 1939, as amended, or

(8) any state “blue sky” or securities commission shall have withheld
registration, exemption, or clearance of the offering of the 2010 Series A Bonds, and in
the reasonable judgment of the Underwriter, the market for the 2010 Series A Bonds is
materially adversely affected thereby, or

(9) a supplement or amendment shall have been made to the Official
Statement subsequent to the date hereof which describes any material adverse change in
the affairs of the Issuer not disclosed in the Official Statement and in the Preliminary

Qfficial Statement.

{c) At the Closing, the Underwriter shall receive the following documents, in such
number of counterparts as may be mutually agreeable to the Underwriter and the Issuer:

(1) the approving opinion of Bond Counsel, dated the Closing Date,
addressed to the Issuer and the Underwriter relating to the due authorization, execution,
delivery, validity and tax-exempt status of the interest on the 2010 Series A Bonds for



Federal and West Virginia income tax purposes, in form and substance satisfactory to the
Underwriter;

2) a supplemental opinion of Bond Counsel,' dated the Closing Date,
addressed to the Issuer and the Underwriter, to the effect that:

1) The statements contained in the Official Statement under the
headings “INTRODUCTION,” “SOURCES AND USES OF FUNDS,” “THE
2010 SERIES A BONDS”, “SECURITY FOR THE 2010 SERIES A BONDS”,
“TAX MATTERS”, “CONTINUING DISCLOSURE” and in Appendix C and
Appendix D except for financial or statistical data therein as to which no opinion
is hereby expressed, thereto insofar as such statements purport to summarize
certain provisions of the 2010 Series A Bonds or the Resolution are true, correct
and complete in all material respects and present a fair summary of the matters
intended to be suromarized therein; and -

(ii) No registration of the 2010 Series A Bonds under the Securities
Act of 1933, as amended, or qualification of the Resolution under the Trust
Indenture Act of 1939, as amended, is required in connection with the offer and
sale of the 2010 Series A Bonds.

3) (Reserved);

(4) An opinion of James V. Kelsh, Counsel to the Issuer, addressed to,
among others, Bond Counsel and the Underwriter, in form and substance satisfactory to
Bond Counsel and the Underwriter, dated the Closing Date, to the effect that: (i) no
litigation is pending or, to his knowledge, threatened (a) to restrain or enjoin the issuance
or delivery of any of the 2010 Series A Bonds or the collection of Net Revenues pledged
under the Resolution, (b) in any way contesting the power or the authority of the Issuer
for the issuance of the 2010 Series A Bonds or the validity of the 2010 A Bonds, or the
Bond Documents, {c) in any way contesting the existence or powers of the Issuer relating
to the issuance of the Bonds, (i} to the best of his knowledge, no event effecting the
Issuer has occurred since the date of the Official Statement that should be disclosed in the
Official Statement for the purpose for which it is to be used or that is necessary to
disclose therein in order to make the statements and information therein with respect to
the Issuer not misleading in any material respect, (iii) the Issuer is a body comorate and
politic constituting a governmental agency of the State and existing under the provisions
of the Act, pursuant to which the Issuer has full legal right, power and authority to enter
into the Bond Documents and each constitutes the legal, valid and binding agreement of
the Issuer enforceable in accordance with its respective terms subject to bankruptey and
insolvency and compliance with the provisions of each thereof will not conflict with or
constimute a violation or breach of or default under any existing law or administrative nile
or regulation, or any court order or decree or any agreement, contract or other instrument,
to which the Issuer is a party or otherwise subject or bound, (iv) the Official Statement
has been duly approved, executed and delivered by the Issuer, and (V) the statements
contained in the Official Statement under the captions “Introduction,” “The System,”
“Litigation,” “Continuing Disclosure,” and “Appendix D” (as such information pertains
to the Issuer) do not contain any untrue statement of a material fact or omit to stating
material fact necessary to make such statements, in light of the circumstances under
which they were made, not misleading in any material respect.



(5) an opinion, dated the Closing Date, addressed to the Underwriter, of
Underwriter’s Counsel, to the effect that the 2010 Series A Bonds are not subject to the
registration requirements of the Securities Act of 1933, as amended, and that the
Resolution is exempt from qualification pursuant to the Trust Indenture Act of 1939, as
amended; in addition, such counsel shall state in its letter containing the foregoing
opinion, or in a separate letter, dated the Closing Date, that, without having undertaken to
determine independently the accuracy or completeness of the statements contained in the
Official Statement, but on the sole basis of its conferences with representatives of the
Issuer, Bond Counsel and the Underwriter, and its examination of the Bond Documents,
nothing has come to its attention that would lead it to believe (excluding therefrom all
information in Appendix A, all financial and statistical data and projections included in
the Official Statement, including the entirety of Appendix B and all information
concerning the Deposit Trust Company and the book-entry only system for the 2010
Series A Bonds, on which it expresses no opinion) that the Official Statement contains
any untrue statement of a material fact or omits to state a material fact necessary in order
to make the statements made therein, in light of the circumstances under which they were
made, not misleading;

(6) a certificate of the Issuer, dated the Closing Date, to the effect that the
representations and warranties made by the Issuer in this Bond Purchase Agreement are
true and correct in all material respects on and as of the Closing Date as if made on and
as of the Closing Date;

N {Reserved);
(8) executed counterparts of the Tax Certificate;

9) a certified copy of the Resolution and Supplemental Resolution of the
Issuer authorizing the execution and delivery of the 2010 Series A Bonds and the Bond
Documents, the execution and use of the Official Statement and the use of the
Preliminary Official Statement and a certificate of the Issuer, dated the Closing Date to
the effect that said resolution(s) have not been modified, amended or repealed,;

(10}  a certificate of the Issuer, dated the Closing Date, to the effect that no
litigation or proceeding is pending, or to its knowledge, threatened in any court or by or
before any administrative body contesting the due organization or valid existence of the
Issuer or the validity, due authorization or execution of the 2010 Series A Bonds, the
Official Statement or this Bond Purchase Agreement, or use of either the Preliminary
Official Statement or the Official Statement;

(11)  aspecimen 2010 Series A Bond for each maturity;

(12)  a Preliminary Official Statement dated June 15, 2010, and an Official
Statement dated the date of this Bond Purchase Agreement;

{13y  (Reserved);
(14)  executed counterparts of the Continuing Disclosure Agreement;

(15)  acertificate dated the date of Closing signed by an authorized officer of
the Registrar in form and substance acceptable to the Underwriter and its counsel;



(16)  such additional legal opinions, certificates, proceedings, insiruments and
other documents as the Underwriter, or counsel to the Underwriter, or Bond Counsel may
reasonably request to evidence compliance by the Issuer with legal requirements, the
truth and accuracy, as of the time of Closing, of their respective representations herein
contained and due performance or satisfaction by the Issuer at or prior to such time of all
agreements then to be performed and all conditions then to be satisfied by such parties.

If the Issuer shall be unable to satisfy the conditions to the obligations of the Underwriter contained in
this Bond Purchase Agresment or if the obligations of the Underwriter to purchase and accept delivery of
the 2010 Series A Bonds shall be terminated for any reason permitted by this Bond Purchase Agreement,
this Bond Purchase Agreement shall terminate and neither the Underwriter nor the Issuer shall be under
any further obligation hereunder; provided, however, that the respective obligations to indemnify, as
provided in Section 10 hereof, and to pay expenses, as provided in Section 11 hereof, shall continue in
full force and effect; and provided, further, that the Underwriter may, in its discretion, waive one or more
of the conditions imposed by this Bond Purchase Agreement for the protection of the Underwriter and

proceed with the Closing.

9, All representations, warranties and agreements of the Issuer contained herein shall remain
operative and in full force and effect regardless of any investigation made by or on behalf of the
Underwriter and shall survive the Closing. .

10. (a) To the extent allowed by law, the Issuer hereby agrees to indemnify and hold
harmless the Underwriter and each person, if any, who is an officer or employee of any Underwriter or
who controls the Underwriter within the meaning of the Securities Act of 1933, as amended, and
Underwriter’s Counsel (the “Indemnified Parties™), against any and all losses, claims, damages, liabilities
and expenses (or actions in respect thereof) that arise out of or are based upon any untrue statement or
alleged untrue statement of any material fact as set forth in the Official Statement or the Preliminary
Official Statement (except with respect to the Underwriter, for information under the heading
“Underwriting’’), or arise out of or are based upon the omission or alleged omission therefrom of any
statement or information necessary to make the statements therein not misleading including, without
limitation, the aggregate amount paid in settlement of any litigation commenced or threatened arising
from a claim based upon any such untrue statement or alleged untrue statement or omission or alleged
omission if such settlement is effected with the written consent of the Issuer and the Issuer will reimburse
any legal or other expenses reasonably incurred by any such Indemnified Party in connection with
investigating or defending any such loss, claim, damage, liability or action. The Issuer will assume the
defense of any action against any Indemnified Party based upon allegations of any such loss, claim,
damage, liability or action, including the retaining of counsel satisfactory to the Indemnified Party and the
payment of counsel fees and all other expenses relating to such defense; provided, however, that any
Indemnified Party may retain separate counsel in any such action and may participate in the defense
thereof at the expense of such Indemnified Party unless such refaining of separate counsel has been
specifically authorized by the Issuer; provided further, that if any Indemnified Party shall have been
advised by counsel that there may be legal defenses available to such Indemnified Party which are
different from or additional to those available to the Issuer, then the Issuer shall not have the right to
assume the defense of such action on behalf of such Indemnified Party, and in such event the said fees
and expenses of the Indemnified Party in defending such action shall be borne by such party. The
indemnity agreement contained in this Section will be in addition to any liability which the Issuer may
otherwise have and shall survive any termination of this Bond Purchase Agreement, the offering and sale
of the Bonds and the payment or provision for payment of the Bonds,

(b) Promptly after receipt by an Indemnified Party of notice of the commencement of
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any action, such Indemnified Party will, if a claim in respect thereof is to be made against the Issuer under
this Section, notify the Issuer of the commencement thereof, and thereupon the Issuer (i) will assume the
defense thereof if and as required under this Section or (if} if not required to assume such defense, will be
entitled to participate in, and to the extent that they may wish, to assume the defense thereof, with counscl
satisfactory to such Indemnified Party, except as otherwise provided in the preceding paragraph. After
notice from the Issuer to such Indemnified Party of its assumption of the defense thereof, the Issuer will
not be liable to such Indemnified Party under this Section for any legal or other expenses subsequently
incurred by such Indemnified Party in connection with the defense thereof other than reasonable costs of
investigation and except as otherwise provided in the preceding paragraph.

(©) In order to provide for just and equitable contribution in circumstances in which
the indemnity agreement provided for in subsections (a) and (b) of this Section 10 is for any reason held
to be unavailable to the Underwriter, other than in accordance with the terms of such subsections, the
Issuer and the Underwriter shall contribute to the aggregate losses, liabilities, claims, damages and
expenses of the nature contémplated by said indemnity agreement incurred by the Issuer and the
Underwriter, in such proportions that the Issuer is responsible for that portion represented by the
percentage that the underwriting discount appearing under the heading “Underwriting” in the Official
Statements hears to the initial public offering price appearing thereon and that the Issuer is responsible for
the balance; provided, however, that no person guilty of fraudulent misrepresentation (within the meaning
of Section 11{f} of the Securities Act of 1933, as amended), shall be entitled to contribution from any
person who was not guilty of such fraudulent misrepresentation. For purposes of this subsection (¢}, each
person, if any, who controls any Underwriter within the meaning of Section 15 of the Securities Act of
1933, as amended, shall have the same rights to contribution as the Underwriter, and each trustee of the
Issuer, each officer of the Issuer who signs the Official Statement and each person, if any, who controls
the Issuer within the meaning of Section 15 of the Securities Act of 1933, as amended, shall have the
same rights to contribution as the Issuer.

(d) The Issuer deems the Preliminary Official Statement final as of its date except for
the omission of the offering prices, interest rates, sources and uses, selling prices, selling compensation,
aggregate principal amounts, delivery dates, and other terms depending on such matters, and ratifies and
approves the prior distribution of the Preliminary Official Statement by the Underwriter. The Issuer
authorizes the Official Statement, and the information therein contained, to be used in connection with the
public offering and sale of the 2010 Series A Bonds and represents that the Official Statement will be
complete as of the date of its delivery to the Underwriter. If between the date hereof and the 90th day
following the end of the underwriting period for the 2010 Series A Bonds (within the meaning of Rule
15¢2-12 under the Securities Exchange Act of 1934), any event shall occur which would cause the
Official Statement, as then supplemented or amended, to contain any untrue statement of a material fact
or to omit to state a material fact required to be stated therein or necessary to make the statements therein,
in the light of the circumstances under which they were made, not misleading, and if in the opinion of the
Issuer or the Underwriter such event requires the preparation and publication of a supplement or
amendment to the Official Statement, the Issuer will cooperate to cause the Official Statement to be
amended or supplemented in a form approved by the Underwriter and the Issuer shall bear the reasonable
cost of such amendment or supplementation (to the extent the same is not paid from 2010 Series A Bond
proceeds). The Underwriter shall, upon the written request of the Issuer, inform the Issuer whether the
underwriting period for the 2010 Series A Bonds has ended and, if so, the date on which the underwriting
period for the 2010 Series A Bonds ended.

I (a) All expenses and costs of the Issuer incident to the performance of its obligations
in connection with the authorization, issuance, sale and delivery of the 2010 Series A Bonds to the
Underwriter, including, but not limited to, the costs of typing, printing and distribution of the Preliminary
Official Statement and the Official Statement, the fees of consultants, CUSIP Service Bureau charges, the
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initial fees of the Registrar and its counsel, printing costs, filing fees, and the fees and expenses of Bond
Counsel, Underwriter’s Counsel and the Issuer's counsel in connection with the issuance of the 2010
Series A Bonds other than those set forth in subsection (b) of this Section 11, shall be paid from the
proceeds of the 2010 Series A Bonds, to the extent available, and otherwise by the Issuer.

(b) The Underwriter shall pay all of their expenses including, but not limited to: (i)
computer expenses, (ii} clearance charges, (iii) Municipal Securities Rulemaking Board fees, (iv) travel,
closing and related expenses, and (v) the cost of Federal or other funds.

12. The Issuer agrees to cooperate reasonably with the Underwriter in any endeavor to
qualify the 2010 Series A Bonds for offering and sale under the securities or “blue sky” laws of such
jurisdictions of the United States as the Underwriter may request, and the Issuer shall, with respect to the
offer or sale of the 2010 Series A Bonds file written consent to service of process in any jurisdiction in
which such consent may be required by law or regulation so that the 2010 Series A Bonds may be offered

or sold.

During the offering period and for a period not exceeding 90 days after the Closing Date, so long
as the Underwriter is offering any of the 2010 Series A Bonds, the Issuer will not adopt any proposed
amendment of or supplement to the Official Statement to which, afier having been furnished a copy, the
Underwriter shall reasonably object in writing or which shall be reasonably disapproved by Underwriter
Counsel or Bond Counsel.

13. ALL REPRESENTATIONS, WARRANTIES, COVENANTS, OBLIGATIONS AND
AGREEMENTS OF THE ISSUER CONTAINED IN THIS BOND PURCHASE AGREEMENT SHALL
NOT CREATE ANY GENERAL OBLIGATION OR LIABILITY OF THE ISSUER. ANY
OBLIGATION OR LIABILITY OF THE ISSUER HEREUNDER SHALIL BE LIMITED TO THOSE
SOURCES PLEDGED FOR THE PAYMENT OF PRINCIPAL OF AND PREMIUM, IF ANY, AND
INTEREST ON THE 2010 SERIES A BONDS. '

14, Any notice or other communication to be given to the Issuer under this Bond Purchase
Agreement may be given by delivering the same in wnting (o its address set forth above, and any notice
or other communication to be given to (i) the Underwriter may be given by delivering the same in writing
to Crews & Associates, Inc., 2000 Union National Plaza, 124 West Capitol, Little Rock, Arkansas, 72201,
Attention; Rush W. Harding, Il

15. This Bond Purchase Agreement may be executed in any number of counterparts, each of
which so executed and delivered shall constitute an original and all together shall constitute but one and
the same instrument. Each party fo this Bond Purchase Agreement may execute separate signature pages,
and upon such execution and delivery shall constitute one and the same instrument,

16. This Bond Purchase Agreement shall be governed by and construed in accordance with
the laws of the State of West Virginia.
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Very truly yours,
CREWS & ASSOCIATES, INC.,

By:

“Aulflofized Representative

Accepted and agreed to as of the date first written above:

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

By: . C—_
e

Its:




EXHIBIT A
2010 SERIES A BOND TERMS

$240,000 3.000 % Term Bonds due Qctober 1, 2013 at 100.000% CUSIP No. 473671 ANS5
$355,000 3.500 % Term Bonds due October 1, 2017 at 100.000% CUSIP No. 473671 APO
$195,000 3.750 % Term Bonds due October 1, 2019 at 100.000% CUSIP No. 473671AQ8
$215,000 4.000 % Term Bonds due October 1, 2021 at 100.000% CUSIP No. 473671 AR6
$225,000 4.100 % Term Bonds due Octaber 1, 2023 at  98.485% CUSIP No. 473671 A%4
$245,000 4.375% Term Bonds due October 1, 2025 at  99.718% CUSIP No. 473671AT2
$420,000 4.375 % Term Bonds due October 1, 2028 at 98.448% CUSIP No. 473671AU9

Optional Redemption

The 2010 Series A Bonds are not subject to optional redemption prior to October 1, 2015, Af the
option of the District, the 2010 Series A Bonds will be subject to redemption prior to maturity on and after -
October 1, 2015, as a whole at any time and in part on any Interest Payment Date, in inverse order of maturity
and by random selection within maturities if less than all of any maturity, at a redemption price equal to the
“principal amount being redeemed, plus interest accrued to the date fixed for redemption.

Mandatory Sinking Fund Redemption

The 2010 Series A Bonds maturing October 1, 2013, October 1, 2017, October 1, 2019, October 1,
2021, October 1, 2023, October 1, 2025 and October 1, 2028, are subject to mandatory redemption prior to
their stated Maturity Date, in part, from payments deposited in the 2010 Series A Bonds Redemption Account,
on October 1 in the years set forth below. The redemption price will be 100% of the principal amount of the
2010 Series A Bonds to be so redeemed plus acerued interest, if any, to the redemption date. On the following
dates, such maturity of 2010 Series A Bonds shall be redeemed or paid in the amounts set forth opposite each
such date; .

Maturing Qctober 1, 2013

Year Principal Amount
2011 $80,000
2012 $30,000
2013 $80,000

Maturing October 1, 2017

Year Principal Amount
2014 $85,000
2015 $85,000
2016 ' $90,000
2017 $95,000
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Year
2018
2019

Year
2020
2021

Year
2022
2023

Year
2024
2025

Year
2026
2027
2028

Maturing October 1, 2019

Principal Amount
$95,000

$160,000

Maturing QOctober 1, 2021

Principal Amount
$105,000
$110,000

Maturing Qctober 1, 2023

Principal Amount
$110,000
$115,000

Maturing Ociober 1, 2025

Principal Amount
$120,000
$125,000

Maturing October 1, 2028*

*Denotes final maturity

Principal Amount
$135,000
$140,000
$145,000
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THIS PRELIMINARY OFFICIAL STATEMENT AND THE INFORMATION CONTAINED HEREIN ARE SUBJECT TO COMPLETION OR AMENDMENT IN A FINAL OFFICIAL STATEMENT.

Under no circumstances shall this Preliminary Official Statement constitute an offer to sell or the solicitation of an offer to buy, nor shall there be any sale of the securities offered hereby in any jurisdiction in

which such offer, solicitation or sale would be unlawful prior to registration or qualification under the securities laws of that jurisdiction.

PRELIMINARY OFFICIAL STATEMENT DATED JUNE 15, 2010

NEW ISSUE - FULL BOOK ENTRY

In the opinion of Spilman Thomas & Battle, PLLC, Bornd Counsel, based upon an analysis of existing laws, regulations, rules and court
decisions, and assuming, among other matiers, the accuracy of certain representations and compliance with certain covernants, the interest on the
2010 Series A Bonds is excludable from gross income jfor federal income tax purposes under Section 103 of the Internal Reverue Code of 1986 (the
“Code”). Bond Counsel is of the further opinion that interest on the 2010 Series A Bonds is not u specific preference item for purposes of the federal
individual or corporate alternative minimum taxes. In addition, under the Act, the 2010 Series A Bonds and all interest and income thereon shall be
exempt from all taxation by the State of West Virginia, and the other taxing bodies of the State of West Virginia. In addition, Bond Counsel is of the
opinion that the 2010 Series A Bonds are “qualified tex-exempt obligations” within the meaning of Section 265(b)(3) of the Code. See “TAX
MATTERS” herein for a description of ceréain provisions of the Code which may affect the tax treatment of inferest on the 2010 Series A Bonds for
certain Bondholders.

' $1,940,000%
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

Dated: Date of Delivery Due: As shown on inside front cover

The 2010 Series A Bonds (the “2010 Series A Bonds™) shall be issued only as fully registered Bonds, and when initially issued, will
be registered to Cede & Co., as nominee of The Depository Trust Company, New York, New York (“DTC™). Individual purchases will be
made in book-entry form only and beneficial owners of the 2010 Series A Bonds will not receive physical delivery of bond certificates. So
long as DTC or its nominee is the registered owner of the 2010 Series A Bonds, payments of the principal of and interest on the 2010 Series A
Bonds will be made directly to DTC. Disbursement of such payments to DTC participants is the responsibility of DTC, and disbursement of
such payments to the beneficial owners is the responsibility of DTC participants (see “THE 2010 SERIES A BONDS — Book-Entry Bonds™
herein). The 2010 Series A Bonds are subject to redemption prior to maturity as more fully stated herein.

The 2010 Series A Bonds are being issued by Jefferson County Public Service District (the “District™) to provide funds (i) to
currently refund the District’s outstanding Sewer Refunding Revenue Bonds, Series 1998 A, dated February 15, 1998, issued in the original
aggregate principal amount of $2,430,000 (the “Series 1998 A Bonds™); (ii) to fund a Debt Service Reserve Fund for the 2010 Series A
Bonds; and (iii) to pay costs of issuance of the 2010 Series A Bonds and related costs.

The 2010 Series A Bonds are payable from and secured by the Net Revenues derived from the existing sewerage system of the
District on a parity with the lien and pledge thereof in favor of the Prior Bonds (hereinafter defined) and any additions, betterments and
improvements thereto and from funds on deposit in the 2010 Series A Bonds Sinking Fund and the 2010 Series A Bonds Reserve Account
established therefor. The 2010 Series A Bonds do not constitute an indebtedness of the District within the meaning of any constitutional or
statutory provisions or limitations, and the District shall not be obligated to pay the 2010 Series A Bonds, or any premiumn or the interest
thereon, except from such net revenues and such funds on deposit for the 2010 Series A Bonds. Neither the credit nor the taxing power, if
any, of the District shall be deemed to be pledged to, nor shall a tax ever be levied for, the payment of the principal of, or the premium, if any,
or interest on, the 2010 Series A Bonds, The District has no taxing powers.

The Bank of New York Mellon, Woodland Park, New Jersey, is the Registrar and the West Virginia Municipal Bond Commission,
Charleston, West Virginia, is the Paying Agent. Interest on the 2010 Series A Bonds is payable semiannually on each April T and October 1,
commencing October 1, 2010. Principal of the 2010 Series A Bonds is payable annually as set forth on the inside cover page.

The 2010 Series A Bonds are offered when, as and if issued and received by the Underwriter, subject to prior sale, to withdrawal
or modification of the offering without notice and to the unqualified approval of legality by Spilman Thomas & Battle PLLC, Charleston,
West Virginia, Bond Counsel. Certain legal matters will be passed upon for the District by James V. Kelsh, Esquire, Charleston, West
Virginia, counsel to the District. Certain legal matters will be passed upon for the Underwriter by Steptoe & Johnson PLLC, Clarksburg, West
Virginia, as counsel to the Underwriter.

It is expected that the 2010 Series A Bonds will be available for delivery at DTC, New York, New York, on or about June 24,
2010.

Dated: June _ , 2010.

*Preliminary, subject to change.

& CrowssAssociates
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$1,940,000%
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

MATURITY SCHEDULE

2010 SERIES A BOND TERMS

Principal Interest Price or

Maturity Date Amount Rate Yield CUSIP No.**
October 1,20 3 % %
October 1, 20__ b % Y

b % Term Bonds due October 1,20 at % CUSIP No.
5 % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20  at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.
$ % Term Bonds due October 1,20 at % CUSIP No.

* Preliminary, subject to change.



THE 2010 SERIES A BONDS HAVE NOT BEEN REGISTERED WITH THE SECURITES AND
EXCHANGE COMMISSION (THE “SEC”) UNDER THE SECURITIES ACT OF 1933, AS AMENDED (THE
“SECURITIES ACT”) IN RELIANCE UPON THE EXEMPTION CONTAINED IN SECTION 3(A)(2) OF THE
SECURITIES ACT. THE INDENTURE HAS NOT BEEN QUALIFIED UNDER THE TRUST INDENTURE ACT OF
1939, IN RELIANCE UPON AN EXEMPTION CONTAINED THEREIN. : .

The information. set forth herein has been obtained from the District, public documents, records and other
sources that are deemed to be reliable, but is not guaranteed as to accuracy or completeness, and is not to be construed
as a representation by the District. '

The Underwriter has provided the following sentence for inclusion in this Official Statement: The Underwriter
has reviewed the information in this Official Statement in accordance with, and as part of, its responsibilities to
investors under the federal securities laws as applied to the facts and circumstances of this transaction, but the
Underwriter does not guarantee the accuracy or completeness of such information.

This Official Statement does not constitute an offer to sell or the solicitation of an offer to buy, nor shall there
be any sale of the 2010 Series A Bonds in any jurisdiction in which it is unlawful to make such offer, solicitation or
sale. No dealer, broker, salesman or other person has been authorized by the District or the Underwriter to give any
information or to make any representations, other than as contained in this Official Statement. If given or made, such
other information or representations must not be relied upon as having been authorized by any of the foregoing. The
information set forth herein has been obtained from the District and other sources which are believed to be reliable but
is not guaranteed as to accuracy or completeness and is not to be construed as a representation by the Underwriter. The
information and any expression of opinion herein are subject to change without notice, and neither the delivery of this
Official Statement nor any sale made hereunder shall under any circumstances create any implication that there has
been no change in the affairs of the District, since the date hereof.

Statements contained in this Official Statement that involve estimates, forecasts, or matters of opinion, whether
or not expressly described herein, are intended solely as such and are not to be construed as representations of facts.
This Official Statement is submitted in connection with the sale of the securities referred to herein, and may not be
reproduced or used, in whole or in part, for any other purposes.

Forward Looking Statements

This Official Statement contains statements relating to future results that are “forward-looking statements™ as
defined in the Private Securities Litigation Reform Act of 1995. When used in this Official Statement, the words
“estimated,” “forecasted,” “intended,” “expected,” “anticipated,” “projected” and similar expressions identify forward-
looking statements. Such statements are subject to risks and uncertainties that could cause actual results to differ materially
from those contemplated in such forward-looking statements. Any forecast is subject to such uncertainties. Inevitably, some
assumptions used to develop the forecasts will not be realized and unanticipated events and circumstances may occur.
Therefore, there are likely to be differences between forecasts and actual results, and those differences tnay be material.
INVESTORS ARE CAUTIONED THAT THE ACTUAL RESULTS COULD DIFFER MATERIALLY FROM THOSE
SET FORTH IN THE FORWARD LOOKING STATEMENTS.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITER MAY OVER ALLOT OR EFFECT
TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE 2010 SERIES A BONDS
AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN THE OPEN MARKET. SUCH
STABILIZING, I[F COMMENCED, MAY BE DISCONTINUED AT ANY TIME.

THESE SECURITIES HAVE NOT BEEN APPROVED OR DISAPPROVED BY THE SEC OR ANY STATE
SECURITIES COMMISSION, NOR HAS THE SEC OR ANY STATE SECURITES COMMISSION PASSED UPON
THE ACCURACY OR ADEQUACY OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

IN° MAKING AN INVESTMENT DECISION, INVESTORS MUST RELY ON THEIR OWN
EXAMINATION OF THE DISTRICT AND THE TERMS OF THE OFFERING, INCLUDING THE MERITS AND
RISKS INVOLVED. THESE SECURITIES HAVE NOT BEEN RECOMMENDED BY ANY FEDERAL OR STATE
SECURITIES COMMISSIONS OR REGULATORY AUTHORITY. FURTHERMORE, THE FOREGOING
SECURITIES COMMISSIONS OR REGULATORY AUTHORITIES HAVE NOT CONFIRMED THE ACCURACY
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OR DETERMINED THE ADEQUACY OF THIS OFFICIAL STATEMENT. ANY REPRESENTATION TO THE
CONTRARY IS A CRIMINAL OFFENSE.

** CUSIP data on the cover page is provided by Standard & Poor’s CUSIP Service Bureau, a division of the
McGraw-Hill Companies, Inc. The CUSIP numbers on the cover page hereof are being provided solely for the convenience
of the Owners of the 2010 Series A Bonds only at the time of issuance of the 2010 Series A Bonds and neither the
Underwriter nor the District make any representation with respect to such numbers or undertake any responsibility for their
accuracy now or at any time in the future. The CUSIP number for a specific maturity is subject to being changed after the
issuance of the 2010 Series A Bonds. :
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OFFICIAL STATEMENT
relating to

: $1,940,000*
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

INTRODUCTION -

This Official Statement, including the cover page and appendices, is provided for the purpose of setting forth
certain information concerning Jefferson County Public Service District (the “District”), the District’s sewerage system, as
hereinafter described and defined, and the District’s Sewer Refinding Revenue Bonds, 2010 Series A (the “2010 Series A
Bonds™). The 2010 Series A Bonds are being issued pursuant to the Constitution and laws of the State of West Virginia (the
“State”), specifically Chapter 16, Article 13A of the Code of West Virginia, 1931, as amended (the “Act”), and a bond
resolution adopted by the Board of the District on April 6, 2010 (collectively, the “Resolution™).

The 2010 Series A Bonds are being issued to (i) finance the current refunding and repayment in full of the
District’s outstanding Series 1998 A Bonds (heremnafter defined); (ii) to fund a debt service reserve account for the
2010 Series A Bonds; and (iii} to pay costs of issuance of the 2010 Series A Bonds and related costs.

The District currently has outstanding its: (i) Sewer Revenue Bonds, Series 1988 B (West Virginia Water
Development Authority), dated May 5, 1988, issued in the original aggregate principal amount of $425,767 (the
“Series 1988 B Bonds™); (ii) Sewer Revenue Bonds, Series 1993 A (West Virginia SRF Program), dated November
10, 1993, issued in the original aggregate principal amount of $971,000 (the “Series 1993 A Bonds™); (iii) Sewer
Refunding Revenue Bonds, Series 1998 A, dated February 15, 1998, issued in the original aggregate principal
amount of $2,430,000 (the “Series 1998 A Bonds™); (iv) Sewer Revenue Bonds, Series 1998 B (West Virginia SRF
Program), dated June 25, 1998, issued in the original aggregate principal amount of $599,089 (the “Series 1998 B
Bonds™); (v) Sewer Revenue Bonds, Series 1998 C (West Virginia Infrastructure Fund), dated June 25, 1998, issued
in the original aggregate principal amount of $662,039 (the “Series 1998 C Bonds™); (vi} Sewer Revenue Bonds,
Series 1999 A (West Virginia SRF Program), dated December 8, 1999, issucd in the original aggregate principal
amount of $378,363 (the “Series 1999 A Bonds™); (vii) Sewer Revenue Bonds, Series 2000 A (West Virginia SRF
Program), dated Junc 22, 2000, issued in the original aggregate principal amount of $1,154,889 (the “Series 2000 A
Bonds™); and (viii) Sewer Revenue Bonds, Series 2008 A (West Virginia SRF Program), dated June 18, 2008, issued
in the original aggregate principal amount of $2,005,000 (the “Series 2008 A Bonds™) (collectively, hereinafter called
the “Prior Bonds™). The resolutions pursuant to which the Prior Bonds were issued are hereinafter collectively called the
“Prior Resolutions.”

The District also has ontstanding its Refunding Sewerage System Bond Anticipation Notes, Series 2010 (the
“Notes™), dated January 6, 2010, issued in the aggregate principal amount of $750,000. The Notes are payable only
from and secured by a first lien on (i) the proceeds of revenue bonds or other obligations of the District to be issued
subsequent to the issuance of the Notes to permanently finance the costs of certain improvements to the public
sewerage system of the District; (ii) the proceeds of any grants received by the District for the Project, and (iii) the
Surplus Revenues, if any, of the System. The Notes are subordinate in all respects to the Prior Bonds.

The 2010 Serics A Bonds are payable from and secured by the Net Revenues (as defined in the Resolution) derived
from the System on a parity with the Prior Bonds and from funds on deposit in the 2010 Series A Bonds Sinking Fund
and the 2010 Series A Bonds Reserve Account. The 2010 Series A Bonds shall be senior and prior, with respect to lien
on, source of and security for payment, to the Notes. -

The District collects Capital Improvement Fees and Capacity Assurance Fees for its public sewerage system (the
“System”) pursuant to orders of the West Virginia Public Service Commission permitting and directing the same. The
Capital Improvement Fees and Capacity Assurance Fees are not a part of the Net Revenues of the System which serve as
security for the 2010 Serics A Bonds and the Prior Bonds. See “THE SYSTEM- Capital Improvement Fees and
Capacity Assurance Fees™, . -

*Preliminary, subject to change. 1




The 2010 Series A Bonds do not constitute an indebtedness of the District within the meaning of any constitutional
or statutory provisions or limitations, and the District shall not be obligated to pay the 2010 Series A Bonds, or any premium
(if any), or the interest thereon, except from such Net Revenues and such funds on deposit for the 2010 Series A Bonds.
Pursuant to the Resolution, the District has covenanted and agreed to establish and collect just and equitable rates and
charges for the use of the System and the services rendered thereby as will always produce Net Revenues equal to at least
115% of the maximum amount required in any year for payment of principal of and interest, if any, on the 2010 Series A
Bonds, the Prior Bonds and all other obligations secured by 2 lien on or payable from such revenues on a parity with the
2010 Series A Bonds, including the Prior Bonds. See “SECURITY FOR THE 2010 SERIES A BONDS - Rate
Covenant.”

The District may issue additional bonds on a parity with the 2010 Series A Bonds and the Prior Bonds for
the purpose of (i) financing the costs of acquisition or construction of additions; betterments and improvements to
the System, or (ii) the refinding of any outstanding Bonds, or (iii) all of such purposes, subject, in cach case, to certain tests
and conditions provided for by the Resolution or the Prior Resolutions (the 2010 Series A Bonds, the Prior Bonds and any
such additional parity bonds are sometimes hereinafter referred to as the “Bonds”). See “SECURITY FOR THE 2010
SERIES A BONDS - Additional Parity Bonds.”

Brief descriptions of the 2010 Series A Bonds, the Resolution, the System, the District, continuing disclosure and
certain provisions of the Act, are set forth in this Official Statement, as well as other information contained in the
appendices hereto. Such descrlptlons and information do not purport to be comprehensive or definitive. All references
herein to the Resolution, provisions of the Act and other applicable laws of the State are qualified in their entirety by
reference to each such document or law. References herein to the 2010 Series A Bonds are qualified in their entirety by
reference to the form thereof included in the Resolution and the information with respect thereto included in the aforesaid
documents. Capitalized terms used and not otherwise defined in this Official Staternent have the respectwe meanings

_given them in the Resolution.

SOURCES AND USES OF FUNDS

Sources of Funds

Par Amount of 2010 Series A Bonds h S
Less: Original Issue Discount 3 )
Funds on Deposit in Series 1998 A Bonds
Sinking Fund $
Funds on Deposit in Series 1998 A Bonds
Reserve Fund k)
TOTAL ' $
Uses of Funds

+ 2010 Series A Bonds Sinking Fund
2010 Series A Bonds Reserve Account
Escrow Deposit Fund*

Deposit to Cost of Issuance Fund**
TOTAL

& o o7 oA o8

* An amount of the proceeds of the 2010 Series A Bonds together with other moneys or securities sufficient to
accomplish the refunding of the Series 1998 A Bonds.

** Includes: Underwriter's Discount, and professional fees associated with the issuance of the 2010 Series A Bonds.




THE 2010 SERTES A BONDS
General

Interest on the 2010 Series A Bonds will accrue from the date of delivery and will be payable October 1,
2010 and semi-annually thereafter (each April 1 and October 1) in each year to maturity. Such interest will be paid
by check to the registered owner on each such interest payment date at his address as shown on the registration
books kept for that purpose by the Registrar as of the 15th day of the month preceding each such Interest Payment
Date. In the case of an owner of $500,000 or more of the Bonds, interest may be paid to such owner by wire transfer
to a domestic bank account specified in writing to the Paying Agent at least five days. prlor to an Interest Payment
Date.

Book-Entry Bonds

The 2010 Series A Bonds will be available to individual purchasers in book-entry form only. Purchasers of
the 2010 Series A Bonds will not receive certificates representing their interests in the 2010 Senes A Bonds
purchased.

The Depository Trust Company (“DTC”), New York, New York will act as securities depository
(“Securities Depository™) for the 2010 Series A Bonds. The 2010 Series A Bonds will be issued as fully-registered
securities registered in the name of Cede & Co. (DTC’s partnership nominee). One fully-registered Bond will be
issued for each maturity of the 2010 Series A Bonds, each in the aggregate principal amount of such issue, and will
be deposited with DTC. :

DTC is a limited purpose trust company organized under New York Bankmg Law, a “banking
organization” within the meaning of the New York Banking Law, a member of the Federal Reserve Systemn, a
“clearing corporation” within the meaning of the New York Uniform Commercial Code, and a “clearing agency™
registered pursuant to the provisions of Section 17A of the Securities Exchange ‘Act of 1934, as amended. DTC
holds securities that its participants (the “Direct Participants™) deposit with DTC. DTC also facilitates the settlement
among Direct Participants of securities transactions, such as transfers and pledges, in deposited securities throngh
electronic computerized book-entry changes in Direct Participants’ accounts, thereby climinating the need of
physical movement of securities certificates. Direct Participants include securities brokers and dealers, banks, trust
companies, clearing corporations, and certain other organizations. DTC is owned by a number of its Direct
Participants and by the New York Stock Exchange LLC, the American Stock Exchange, Inc., and the National
Association of Securities Dealers, Inc. Access to the DTC system is also available to others such as securities
brokers and dealers, banks, and trust companies that clear through or maintain a custodial relationship with a Direct
Participant, either directly or indirectly (“Indirect Participants™). The Rules applicable to DTC and its Direct and
Indirect Participants are on file with the Securities and Exchange Commission.

Purchases of the 2010 Series A Bonds under the DTC system must be made by or through Direct
Participants, which will receive a credit for the 2010 Series A Bonds in DTC’s records. The ownership interest of
each actual purchaser of each 2010 Series A Bond (“Beneficial Owner”) is in turn to be recorded on the Direct and
Indirect Participants’ records. Beneficial Owners will not receive written confirmation from DTC of their purchase,
but Beneficial Owners are expected to receive written confirmations providing details of the transaction, as well as
periodic statements of their holdings, from the Direct or Indirect Participant through which the Beneficial Owner
entered into the transaction. Transfers of ownership interests in the 2010 Series A Bonds are to be accomplished by
entries made on the books of Direct and Indirect Participants acting on behalf of Beneficial Owners. Beneficial
Ownmers will not receive certificates representing their ownership interests in the 2010 Series A Bonds, except in the
event that use of the book-entry system for the 2010 Series A Bonds is discontinued.

To facilitate subsequent transfers, all 2010 Series A Bonds deposited by Direct Participants with DTC are
-registered in the name of DTC’s partnership nhominee, Cede & Co. or such other name as may be requested by an
authorized representative of DTC. The deposit of 2010 Series A Bonds with DTC and their registration in the name
of Cede & Co. or such other nominee do not effect any change in beneficial ownership. DTC has no knowledge of
the actual Beneficial Owners of the Securities; DTC’s records reflect only the identity of the Direct Participants to
whose accounts such 2010 Series A Bonds are credited, which may or may not be the Beneficial Owners. The
Direct and Indirect Participants will remain responsible for keeping account of their holdings on behalf of their
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. customers.

Conveyance of notices and other communications by DTC to Direct Participants, by Direct Participants to
Indirect Participants, and by Direct Participants and Indirect Participants to Beneficial Owners will be governed by
arrangements among. them, subJect to any statutory or regulatory requirements as may’be in effect from time to
time.

All redemption notices shall be sent to Cede & Co. If less than all of the 2010 Series A Bonds within an
issue are being redeemed, DTC’s practice is to determine by lot the amount of the interest of each Direct Participant
in such issue to be redeemed.

Neither DTC nor Cede & Co. (nor such other DTC nominee) will consent or vote with respect to the 2010
Series A Bonds. Under its usual procedures, DTC mails an Omnibus Proxy to the District as soon as possible after
the record date. The Omnibus Proxy assigns Cede & Co.’s consenting or voting rights to those Direct Participants
to whose accounts the 2010 Series A Bonds are credited on the record date (identified in a listing attached to the
Omnibus Proxy).

Redemption proceeds, distributions and dividend payments on the 2010 Series A Bonds will be made to
‘Cede & Co., or such other nominee as may be requested by an authorized representative of DTC. DTC’s practice is
to credit Direct Participants’ accounts upon DTC’s receipt of funds and corresponding detail information from the
District or Paying Agent on payable date in accordance with their respective holdings shown on DTC’s records.
Payments by Participants to Beneficial Owners will be governed by.standing instructions and customary practices,
as is the case with securities held for the accounts of customers in bearer form or registered in “street name,” and
will be the responsibility of such Participant and not of DTC, the Paying Agent, or the District, subject to any
statutory or regulatory requirements as may be in effect from time to time. Payment .of redemption proceeds,
distributions, and dividends to Cede & Co., (or such other nominee as may be requested by an authorized
representative. of DTC) is the responsibility of the District or the Paying Agent, disbursement of such payments:to
Direct Participants shall be the responsibility of DTC, and disbursement of such paymcnts to-the Beneﬁcxal Owners
shall be the responsibility of Direct and Indirect Participants.

DTC may discontinue providing its services as securities depository with respect to the 2010 Series A
Bonds at any time by giving reasonable notice to the District or the Paying Agent. Under such circumstances, in the
event that a successor securities -depository is not obtained, Bond certificates are required - to be printed and
delivered. :

The District may decide to discontinue use of the system of book-entry transfers through DTC (or a
successor securities depository). In that event, Security certificates will be printed and delivered.

The information in this section concerning DTC and DTC’s book-entry system has been obtained from
‘sources that the District believes to be reliable, but the District takes no responsibility for the accuracy thereof.

For every transfer and exchange of the 2010 Series A Bonds, the Registrar may charge DTC, and DTC may
charge the Participants and the Participants may charge the Beneficial Owners, sums sufficient to cover any tax, fee
or other government charge that may be imposed in relation thereto.

In the event the District determines that it is in the best interest of the Beneficial Owners that they may be
able to obtain 2010 Series A Bond certificates, the District may notify DTC and the Registrar, whereupon DTC will
notify the Participants, of the availability through DTC of 2010 Series A Bond certificates. In such event, the
Registrar shall cause to be issued, transferred and exchanged 2010 Series A Bond certificates as requested by DTC
as Bondholder in appropriate amounts. DTC may determine to discontinue providing its service with respect to the
2010 Seriecs A Bonds at any time by giving notice to the District and the Registrar and discharging its
responsibilities’ with respect thereto under applicable law. Under such circumstances (if there is no successor
Securities Depository), the District. and the Registrar shall be obligated to deliver 2010 Series A Bond certificates as
described in the Resolution, In the event the 2010 Sertes A Bond certificates are issued, the provisions of the
Resolution shall apply to, among other things, the transfer and exchange of such certificates and the method of
payment of principal or redemption price of and interest on such 2010 Series A Bond certificates. Whenever DTC
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requests the District and the Registrar to do so, the Registrar and the District will cooperate with DTC in taking
appropriate action after reasonable notice (a) to make available one or more separate certificates evidencing the
2010 Series A Bonds to any Participant having the 2010 Series A Bonds credited to its DTC account or (b) to
arrange for another securities depository to maintain custody of certificates evidencing the 2010 Series A Bonds.

Optional Redemption

The 2010 Series A Bonds are not subject to optional redemption prior to . At the option of the
District, the 2010 Series A Bonds will be subject to redemptlon prior to maturity on and after October 1, ,asa
whole at any time and in part on any Interest Payment Date, in inverse order of maturity and by random selection within
maturities if less than all of any maturity, at a redemption pnce equal to the principal amount being redeemed, plus
interest accrued to the date fixed for redemption.

Mandatory Sinking Fund Redemption

The 2010 Series A Bonds maturing are subject to mandatory redemption prior to their stated
Maturity Date, in part, from payments deposited in the 2010 Series A Bonds Redemption Account, on 1 in the
years set forth below. The redemption price will be 100% of the principal amount of the 2010 Series A Bonds to be so
redeemed plus accrued interest, if any, to the redemption date. On the following dates, such maturity of 2010 Series A
Bonds shall be redeemed or paid in the amounts set forth opposite each such date:

Maturing 1,20

Year . Principal Amount

*Denotes final maturity
SECURITY FOR THE 2010 SERIES A BONDS

The 2010 Series A Bonds are special obligations of the District and are payable as to principal, premium, if any,
and interest solely from the sources descnbed below. The District is under no obligation to pay the 2010 Series A Bonds
except from said sources.

Sources of Payment

The payment of the debt service on the 2010 Series A Bonds shall be secured equally and ratably by a first
lien on the Net Revenues derived from the System, on a parity with the lien on such Net Revenues in favor of the
owners of the Prior Bonds, and senior and prior, with respect to lien on, source of and security for payment to the
Notes. Such Net Revenues derived from the System in an amount sufficient to pay the principal of, premium, if
any, and interest on the 2010 Series A Bonds and the Prior Bonds and to make all other payments provided for in
the Resolution, are irrevocably pledged to such payments as they become due.

‘Rate Covenant

The District covenants and agrees in the Resolution that the schedule of rates and charges from time to time
in effect shall be sufficient, together with other revenues of the System (i) to provide for all Operating Expenses of
the System and (ii) to leave a balance each year equal to at least 115% of the maximum amount required in any year
for payment of principal of and interest on the 2010 Series A Bonds and all other obligations secured by a lien on or
payable from such revenues prior to or on a parity with the 2010 Series A Bonds, including the Prior Bonds.




Reserve Account

Pursuant to the Resolution, there will be established with the Commission within the 2010 Series A -Bonds
Sinking Fund, the 2010 Series A Bonds Reserve Account in an amount equal to the 2010 Series A Bonds Reserve
Requirement. The “2010 Series A Bonds Reserve Requirement” is defined under the Resolution, as of any date of
calculation, as the lesser of (i) 10% of the original stated principal amount of the 2010 Series A Bonds; (ii) the
maximum amount of principal and interest which will become due on the 2010 Series A Bonds in any year; or (iii)
125% of the average amount of principal and interest which will become due on the 2010 Series A Bonds. Moneys
in the 2010 Series A Bonds Reserve Account shall be used only to pay principal of and interest on the 2010 Series
A Bonds as due, when amounts in the 2010 Series A Bonds Sinking Fund are insufficient therefor; provided, that no
payments shall be required to be made into the 2010 Series A Bonds Reserve Account whenever and as long as the
amount deposited therein shall be equal to the 2010 Series A Bonds Reserve Requirement. The District shall
transfer to the 2010 Series A Bonds Reserve Account, an amount sufficient to remedy any decrease in value of the
2010 Series A Bonds Reserve Account below the 2010 Series A Bonds Reserve Requirement or any withdrawal
from the 2010 Series A Bonds Reserve Account, beginning with the first full calendar month following the date on
which (a) the valuation of investments in the 2010 Series A Bonds Reserve Account results in a determination that
the amount of moneys and the value of the Qualified Investments deposited to the credit of the 2010 Series A Bonds
Reserve Account is less than the 2010 Series A Bonds Reserve Requirement, or (b) any amount is withdrawn from
the 2010 Series A Bonds Reserve Account for deposit into the 2010 Series A Bonds Sinking Fund.

Renewal and Replacement Fund

The District is required (as previously set forth in the 1998 Resolution and not in addition thereto) to
transfer from the Revenue Fund to the Renewal and Replacement Fund a sum equal to 2 1/2% of the Gross
Revenues each month, exclusive of any payments for account of any Reserve Account. Withdrawals and
disbursements may be made from the Renewal and Replacement Fund for replacements, emergency repairs,
improvements or extensions to the System; provided, that any deficiencies in any reserve account (except to the
extent such deficiency exists because the required payments into such account have not, as of the date of
determination of a deficiency, funded such account to the maximum extent required) shall be promptly eliminated
with moneys from the Renewal and Replacement Fund.

Application of Revenues

The entire Gross Revenues derived from the operation of the System are to be deposited in the Revenue
Fund established with a state banking corporation or national banking association selected by the District (the
“Depository Bank™), for disposition in the following order of priority: (1} first, to pay the current monthly Operating
Expenses of the System; (2) next, remit to the Commission (i) the amounts. required by the Prior Resolutions for
deposit to the Sinking Funds of the Prior Bonds for payment of interest, if any, on and the principal of the Prior
Bonds, (ii) for monthly deposit in the 2010 Series A Bonds Sinking Fund, a sum equal to 1/6 of the amount of
interest which will become due on the 2010 Series A Bonds on the next ensuing semiannual Interest Payment Date,
and (iii) for monthly deposit in the 2010 Series A Bonds Sinking Fund, a sum equal to 1/12 of the amount of
principal which will mature or be redeemed and become due on the 2010 Series A Bonds on the next ensuing
Principal Payment Date or mandatory redemption date {provided, that until the first Interest Payment Date, the
District shall make equal monthly payments into the Sinking Funds as will be sufficient to pay principal and interest
due on the first principal and interest payment date); (3) next, remit to the Commission the amounts required by the
Prior Resolutions to be deposited in the respective Reserve Accounts of the Prior Bonds, and then for restoration of
any deficiency in the funding of the 2010 Series A Bonds Reserve Account; and (4) next, for monthly transfer to the
Renewal and Replacement Fund, a sum equal to 2 A% of Gross Revenues each month, exclusive of any payments
for account of any Reserve Account. As described under “Sources of Payment” above, the 2010 Series A Bonds
and the Prior Bonds are secured by a first parity lien on the Net Revenues of the System.

Enforcement of Collections

The District covenants in the Resolution to diligently enforce and collect all fees, rates, rentals or other
charges for the services and facilities of the System and take all steps, actions and proceedings for the enforcement
and collection of such fees, rates, rentals and other charges that shall become delinquent to the full extent permitted
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or authorized by the Act, the rules and regulations of the West Virginia Public Service Commission and other laws
of the State. Under the Act, all such rates and charges, if not paid when due, shall become a lien on the premises
served by the System.

The District further covenants and agrees that it will, to the full extent permitted by law and regulations
promulgated by the PSC, discontinue and shut off the services and facilities of the System, and any services and
facilities of the waterworks system if so owned by the District, to all delinquent users of the System (or waterworks
system) and will not restore such services of the System, or the water distribution services of the District, until all
billing for charges for the services and facilities of the System, plus reasonable interest and penalty charges for the
restoration of service, has been fully paid. (See “THE SYSTEM - Customer Statistics™). If the waterworks system
is not owned by the District, the District shall enter into a termination agreement with the water provider, subject to
any required approval of such agreement by the Public Service Commission of West Virginia and all rules,
regulations and orders of the Public Service Commission of West Virginia.

Additional Parity Bonds

The Resolution provides for the issnance of additional bonds on a parity with the 2010 Series A Bonds and
the Prior Bonds (limitations on the issuance of parity obligations set forth in the Prior Resolutions shall be
applicable) with respect to lien on, source of and security for payment from Net Revenues of the District’s sewerage
systemn (the “Parity Bonds™) for the following purposes and under the following conditions:

No such Parity Bonds shall be issued except for the purpose of financing the costs of the acquisition or
construction of extensions and improvements to the System or refunding any series of Bonds, or both such
purposes.

No Parity Bonds shall be issued at any time, however, unless there has been procured and filed with the
Secretary a written statcment by the Independent Certified Public Accountant, reciting the conclusion that the Net
Revenues actually derived, subject to the adjustments hereinafter provided for, from the System during any 12
consecutive months, within the 18 months immediately preceding the date of the actual issuance of such Parity
Bonds, plus the estimated average increased annual Net Revenues to be received in cach of the 3 succeeding years
after the completion of the improvements to be financed by such Parity Bonds, if any, shall not be less than 115% of
the largest aggregate amount that will mature and become due in any succeeding Fiscal Year for prmcxpal of and
interest, if any, on the following:

A The Bonds then Outstanding;

B. Any Parity Bonds theretofore issued pursuant to the provisions contained in the Resolution then
Qutstanding; and

C. The Parity Bonds then proposed to be issued.

The “estimated average increased annual Net Revenues to be received in each of the 3 succeeding years,” as
that term is used in the computation provided in the above paragraph, shall refer only to the increased Net Revenues
_ estimated to be derived from the improvements to be financed by such Parity Bonds and any increase in rates
adopted by the District and approved by the PSC, the period for appeal of which has expired prior to the date of
issuance of such additional Parity Bonds.

The Net Revenues actually derived from the System during the 12-consecutive month period hereinabove
referred to may be adjusted by adding to such Net Revenues such additional Net Revenues which would have been
received, in the opinion of the Independent Certified Public Accountant, on account of increased rates, rentals, fees
and charges for the System adopted by the District and approved by the PSC thc period for appeal of which has
expired prior to issuance of such add1t10na1 Parity Bonds

All covenants and other provisions of the Resolution (except as to details of such Parity Bonds inconsistent
herewith) shall be for the equal benefit, protection and security of the Holders of the Bonds and the Holders of any
Parity Bonds subsequently issued from time to time within the limitations of and in compliance with the Resolution.
Bonds issued on a parity, regardless of the time or times of their issuance, shall rank equally with respect to their
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lien on the revenues of the System and -their source of and security for payment from said revenues, without
preference of any Bond of one series over any other Bond of the same series. The District shall comply fully with
all the increased payments into the various funds and accounts created in the Resolution required for and on account
of such Parity Bonds, in addition to the payments required for Bonds theretofore issued pursuant to the Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other obligations subsequently
issued, the lien of which on revenues of the System is subject to the prior and superior liens of the 2010 Series A
Bonds on such revenues. The District shall not issue any obligations whatsoever payable from revenues of the
System, or any part thereof, which rank prior to or, except in the manner and under the conditions provided in the
Resolution, equally, as to lien on and source of and security for payment from such revenues, with the 2010 Series
A Bonds.

No Parity Bonds shall be issued at any time, however, unless all the payments into the respective funds and
accounts provided for in the Resolution with respect to any Bonds then outstanding, and any other payments
provided for in the Resolution, shall have been made in full as required to the date of delivery of the Parity Bonds,
and the District shall then be in full compliance with all the covenants, agreements and terms of the Resolution.

THE SYSTEM
History and Development

The District was created pursuant to an Order entered by The County Commission of Jefferson County on
December 1, 1983. The District was created exclusively for the purposes provided in the Act, initially to provide
solely sewerage services, with its powers being subsequently expanded to also permit the provision of waterworks
services. However, the District does not currently provide water treatment or distribution services.to its customers.
The service territory of the District includes the entire geographic area known as Jefferson County, with the
cxception of the service territories served by municipal utility systems and other public service districts.

For the District’s fiscal year ending June 30, 2009, the District had 2,083 residential, 136 commercial, 8
industrial and 9 public authority sewerage customers, for a total customer base of 2,236 units. For fiscal year
ending Junc 30, 2009, the District generated total revenues from its sewerage system of $1,850,988, of which
$315,144.84 or 16.9% was generated from the District’s top ten sewerage customers. The District’s sewerage
system reported a $115,825 net loss in its fiscal year ending June 30, 2009 audited financial statements. The
District petitioned, and obtained approval from, the Public Service Commission of West Virginia, pursuant to a
Commission Order entered on April 7, 2010, in Case No. 09-1915-PSD-42T-PC, for a sewer rate increase effective
April 9,2010. The increased sewer rates and charges represent a 7.3% increase over the rates previously in effect.

The revenues generated by the sewer rates which became effective on April 9, 2010, will be sufficient, in
the opinion of the District’s accountants, CoxHollidaPrice LLP, to produce revenues sufficient to pay the costs of
operating and maintaining the System, funding the debt service requirements for the 2010 Series A Bonds and the
Prior Bonds, and meeting the rate coverage requirements of the 2010 Series A Bonds and the Prior Bonds.

The District charges Capital Improvement Fees and Capacity Assurance Fees each in the amount of $7,500
per equivalent dwelling unit under the conditions and strictly for the purposes which have been approved by the
Public Service Commission. The Capital Improvement Fees and Capacity Assurance Fees are not a part of the Net
Revenues of the System which serve as security for the 2010 Series A Bonds and the Prior Bonds.

A portion of the wastewater collected by the District’s sewerage system is treated by the City of Charles
Town pursuant to a Sewer Service Agreement, dated April 29, 1988 (the “1988 Agreement™), by and between
Charles Town, the District and the Corporation of Ranson (“Ranson”), as the same is amended by the Amendment to
Sewer Service Agreement, dated July 11, 2005 (the “Amendment to 1988 Agreement”), by and between such parties,
and as' the same has been amended pursuant to Order of the Public Service Commission. The 1988 Agreement,
together with the Amendment to 1988 Agreement, is to remain in full force and effect until such time as the revenue
bonds contemplated by the Amendment to 1988 Agreement are paid and discharged. In the event the bonds are
defeased and the balance due thereon is refinanced by the issuance of new revenue bonds, a party may opt into a
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- payment schedule for the refinanced bonds, in which case the Amendment to 1988 Agreement shall continue in full
force and effect with respect to such party until the reissued revenue bonds are paid and discharged; or, alternatively,
a party may elect to pay in full an amount of money sufficient to allow that party’s share of the balance of the
revenue bond debt contemplated by the Amendment to 1988 Agreement to be defeased.

Public Service Board

The District is governed by a three-member Public Service Board. The members are appointed by the
County Commission for staggered six-year terms. Annually, at the first calendar year meeting, the Board must elect
officers including a Chairman, a Secretary and a Treasurer. The Secretary and Treasurer need not be members of the
-Board. The Board members, officers and terms are listed below:

Board Member ‘ Term
Joseph A. Hankins, Chairman 12/1/2005-11/30/11
James D. Cummins, Secretary 12/13/2007-11/30/13
Peter L. Appignani, Treasurer 12/10/2009-11/30/15.

At the regular meeting of the Board held on June 7, 2010, the Board appomted James D. Cummins to serve
as Acting Chairman in the absence of Joseph E. Hankins until such time as Mr. Hankins resumes his duties as
Chairman. The Board employs a General Manager for the System and other personnel and consultants. Susanne
Lawton joined the District staff in 2002 and has served as General Manager for the past 8 ycars. Ms. Lawton is
responsible for the operation, maintenance and administration of the District. In addition to the General Manager,
the District employs a Finance Manager, Operations Manager, six other full-time employces and one part time
employee. |

James V. Keish, Esquire, Charleston, West Virginia, provides legal services to the District and
CoxHollidaPrice LLP, Certified Public Accountants and Consultants, Martinsburg, West Virginia, provides
accounting services for the District. Engineering services are obtained by the District as needed for project
development and construction. ' : B

Summary of Future Capital lmprnvenient Plans

The District has planned a number of improvements to its existing wastewater treatment system over the next ten
(10) years in order to provide for the expanding number of residences and businesses that the service area of the District
has experienced in recent years. The following is a summary of the ongoing capital improvements being undertaken by
the District with respect to its wastewater treatment system together with the planned capital improvements for the next
ten (10) years. :

Flowing Springs Sewer Treatment Plant - The District is in the planning phase of construction of the Flowing
Springs wastewater treatment plant. The District estimates the cost of the one million gallons a day trcatment plant to be
approximately $26,500,000. The District is planning to finance this project with bond financing though the West Virginia
Department of Environmental Protection Clean Water State Revolving Loan Fund in the amount of $25,500,000, at 0%
interest for thirty ycars with a %% administration fee. The District has also received a $1,000.000 funding commitment
from the Jefferson County Development Authority. The West Virginia DEP is currently rc\iu\ing the plans and
specifications for the project and application has been madc to the West Virginia Public Service ( ommission for approval
of this project and the related financing therefore.

Norborne Glebe Project - The Norborne Glebe project is an alternate main line extension that will service
the Norbone Glebe subdivision. At full build-out the project would service approximately 1.000 homes. of which
71 homes are currently on the District’s billing system. This project is being built by the developer and upon
completion will be turned over to the District. Phase I was turned over to the District in September 2005. The
estimated datc of completion for the remainder of the project is 2015 with an estimated total cost of $500,000.

Sheridan Project - The Sheridan develoﬁinent is currently being served by the privately owned Old Standard
sewage treatment plant. There is an alternate main line extension agreement indicating the District will serve the entire
development when the Old Standard sewage treatment plant is fully conveyed to the District. There are approximatcly 37
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homes currently constructed in the development and the full build out of Sheridan is projected to be 178 homes. The
homes in Sheridan are customers of the developer until the developer conveys the plant to the District.

Old Standard - The Old Standard sewage treatment plant was constructed on 2.5 acres of land that has been
conveyed to the District by the Developer of Sheridan and the Old Standard sewage treatment plant. According to
agreements between the Developer and the District, the Developer will turn the treatment plant over to the District for
$1.00 along with the customers from Sheridan. At this point, it is anticipated that the plant would be recorded as an asset
in the amount of $4,500, 000 on the District’s books. The District anticipates that this will take place within the next
couple of years §

Wormald/Beallair Pr01ect - This is an alternate mainline extension that will service the Wonnaldeeailalr
subdivision. The project is projected to service approximately 627 homes upon final build out, of which 50 units are
currently online. Homes for which a commitment letter has not been executed timely will pay a flat monthly rate. This
project is being built by the developer and upon completion will be turmned over to the District for $1.00. The estimated
cost is currently unavailable. The District has accepted 1 pump station and lines for 1-49,

L e TR

Spruce Hill North Project - The Spruce Hill North project is an altemate mainline extension that will service the
Spruce Hill North subdivision. The project will service apprommately 119 homes upon final build out, of which 39 units
are currently en the District’s billing system. This project is being built by the developer and upon completion will be
turned over to the District. The total estimated cost is approximately $100,000.

Jefferson Crossing II - Jefferson Crossing II is a shopping center with a main “strip” consisting of a grocery store
as the anchor and approximately four other stores. It has two other “strips” with a number of stores in each, two main
restaurants, a car wash and two medical office buildings. Currently there are 24 customer bills each month, some
covering a number of units. A few large lots remain to be built upon in the future.

Customer Stafistics

Thc table and chart below depict the custbrner base of the District for the last 5 fiscal years

Source: Jefferson Counny Public Service District, Public Service Commission Annual Reports

—-June 30, 2005---- | ----June 30, 2006--- | ----June 30, 2007~ | —---June 30, 2008---- | --—June 30, 2009--- ’

Customer " Customer Change | Customer Change | Customer Change | Customer Change | Customer Change !
Description Count (#) Count (# Count (#) Count ¢ | Count (#
Residential 1,827 287 | 1,877. 50 1,834 107 1,930 96 2,'0'83_ ' 153 | (
Commercial - e 148 15 142 (6) 136 ~ (6)
Industrial e — —— — 8 - | g e 8 o
Public : _ - | L
Authorities |~~~ - - 9 - 9 - _ 9
Totals: 1827 287 1877 50| 199 122 2,089 90| 2236 47|
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The following table sets forth the ten (10) largest sewer customers of the District and the percentage of total sewer
revenues as of June 30, 2009:

Customer
Name Revenues Percentage
Job Corp $72,797.42 39%
Cranes Meadow Apartments $46,121.44 25%
Holiday Inn Express $41,166.90 22%
Genesis Eldercare $35,759.75 1.9%
Mockingbird Hill (Parkview) $29,544.88 1.6 %
Mockingbird Hill (Woodland) $28,638.21 1.5%
Royal Vendors $16,110.17 0.9%
Applebee’s $15,487.95 0.8%
Martin’s Grocery Store $14,822.93 0.8 %
Southern Courts (Turf) $14,695.19 0.8%
Totals: $315,144.84 16.9 %

Source: Jefferson County Public Service District

The table and chart below depict the volume of water sold to the customers of the District on which
sewer billings are based, for the last 5 fiscal years. :

|

June 30, 2005 June 30, 2006 June 30, 2007 June 30, 2008 * June 30, 2009
Customer Gallons  Change | Gallons Change | Gallons Change | Gallons  Change | Gallons Change
Description | Sold* (%) | Sold* (%) Sold* (%) Sold* (%) Sold* (%)
Residential 78,306  —eee- 89,790 14.7% 87,247 (2.8%) | 96,199 103% | 96,199 -
Commercial 19,180 e 19,853 3.5% 31,074 56.5% | 30,901 (1%) | 38,009 23%
Industrial 3354 e 3,480 3.8% 5,227 50.2% 4,750 (9.1%) 4,750 -
1k ¥k
Public* 9,605  nenm- 11,302 17.7% 6,223 (44.9%) | 15,754 153% | 15,754
Authorities ‘
Totals: 110,445 coee- 124,425 12.7% | 129,771 4.3% | 147,604 13.7% | 154,712 4.8%

* Gallons are in thousands per year.

** For the fiscal year ending June 30, 2007, the District adjusted one of its public authority customer’s billings as a
result of a billing error. -

Source: Jefferson County Public Service District; Public Service Commission Annual Reports

Rates

Pursuant to the Act, the sewer rates and charges of the District are set by the Public Service Commission of
West Virginia for the use of and the service rendered by the sewerage system of the District sufficient for the
payment of sums required 1o be paid into the various smkmg and reserve funds and to provide for the repair,

replacement, maintenance and operation of the System.
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Current Rates

The table below provides the current sewer rates for the customers of the District as approved by the Public
Service Commission:

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
CASE NO. 09-1915-PSD-42T-PC

APPROVED RATES

APPLICABILITY
Applicable within the entire territory served.

AVAILABILITY
Available for general domestic, commercial and mdustnal service.

RATES (customers with a metered water supply)

$12.71 per thousand gallons of metered water usage.

MINIMUM CHARGE
No bill will be rendered for less than $31.78 per month.

FLAT RATE CHARGE (customers with non-metered water supply)

Equivalent of 4,500 gallons of water usage, $57.20 per month. :

MULTIPLE OCCUPANCY :
For unmetered trailer parks, the monthly charge for services shall be equal to the number of units multlplzcd
by the unmetered charge provided above.

TRANSPORTATION CHARGE .
A monthly charge of $1,009 per month will be imposed upon the City of Charles Town for reimbursement
of fixed debt associated with lift stations needed to transport Charles Town’s sewage from the former
Sanitary Associates service area. The charge will be imposed until the indebtedness is satisfied. In addition
to the monthly charge of $1,009, a transportation charge of $1. 65 per thousand gallons shall apply to all
flows from the former Sanitary Associates area.

DELAYED PAYMENT PENALTY _
The above schedule is net. On all accounts not paid in full when due, ten percent (10%) will be added to the
net current amount unpaid. This delayed payment penalty is not interest and is to be collected only once for
each bill where it is appropriate.

TAP FEE
The following charge is to be made whenever the utility installs a new tap to serve an applicant:

A tap fee of $250.00 will be charged to customers applying for service outsuic of a certificate proceeding
before the Commission for each new tap to the system.

DISCONNECT - RECONNECT FEES
Whenever water service has been disconnected: for non-payment of sewer bills in conjunction with a water
service termination agreement with the City of Charles Town, a disconnection fee of $10.00 shall be
charged. Whenever water service has been disconnected for non-payment of sewer bills in conjunction with
a water service termination agreement with Jefferson Utilities, Inc., a disconnection fee of $20.00 shall be
charged. :

Whenever water service, which has been previously disconnected or otherwise withheld for non-payment of
a sewer bill in conjunction with a water service termination agreement with the City of Charles Town is
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reconnected, a reconnection fee of $10.00 shall be charged. Whenever water service, which has been
previously disconnected or otherwise withheld for non-payment of a sewer bill in conjunction with a water
service termination -agreement with Jefferson Utilities, Inc., is reconnected, a reconnection fee of $20.00
-shall be charged. .

LEAK ADJUSTMENT INCREMENT .
$4.82 per M gallons is to be used when the bill reflects unusual consumption which can be attributed to
eligible leakage on the customer’s side of the meter. The rate is used to calculate consumption above the
- customer’s historical usage.

RETURNED CHECK CHARGE
A service charge equal to the actual bank fee assessed to the sewer utility up to a maximum of $25.00 will be

imposed upon any customer whose check for payment of charges is returned by the bark due to insufficient
funds.

CAPITAL IMPROVEMENT FEE
As used in this section, a “Developer” is defined as “a person, corporation, or entity who is in the business of
land and/or commercial or housing development for profit, or a person, corporation, or entity who requests ’
an alternate main line extension that includes the instatlation of mains by the person, corporation or entity.”

As used in this section, a “Previously Developed Tract” is defined as property previously subdivided for
commercial or housing development, for profit.

On and after January 14, 2009, Developers and resale customers (in instances of developer connections), and
those seeking a new sewer connection for a Previously Developed Tract shall pay to the District a capital
improvement fee (CIF) for connections made to the sewer system of an unserved structure or facility. For
Developers and those seeking a new sewer connection for a Previously Developed Tract, the CIFs are due as
of the date of the entry into the final sewer availability agreement with the Jefferson County Public Service
District. For resale customers making developer connections, the CIF is due the month following the date a
new customer of the District’s resale customer to which the CIF is applicable connects to the facilities of the
District’s resale customer. ' ' ' '

The capital improvement fee shall be $7,500.00 per equivalent dwelling unit (EDU). Connections for non-
residential use shall be paid in accordance with a residential usage equivalent schedule set forth below.

- CAPITAL ASSURANCE FEE
Developers, those seeking to assure capacity for a Previously Developed Tract, and resale customers of the
District (in instances of developer connections) may execute a Capacity Assurance Agreement {(CAA) and
pay a Capital Assurance Fee (CAF) to the District in the amount of $7,500.00 per EDU. Execution of the
CAA and payment of the CAF shall entitle the payee to a reservation of capacity as provided in the CAA.

At such time as the reserved capacity is called upon by the entity paying a CAF, the CAF will be treated by
the District as a credit, without interest, against the District’s then effective CIF. Subject to this credit,
entities that have paid a CAF remain responsible for payment of the District’s then effective CIF for
construction on property identified in the CAA.

Billing and Cellections o |

The District renders a monthly bill to all customers of the System. Payments are due 20 days after the billing
date. If a bill remains unpaid beyond the duc date, a 10 percent penalty is added to the delinquent account and :
delinquency procedures are initiated, beginning with a past due notice which is sent the day after the date payment
becomes delinquent. The past due notice provides a 10-day period to render payment. Following this 10-day period,
the customers arc then notified by phone or in person that they have 24 hours to pay the past due balance or water
service will be disconnected (in the case of metered customers). At this time unmetered customers are also directed
that their delinquent account will be referred for collection and the placement of a lien upon the property served if
payment is not rendered. Following these notices, if payment is not received from unmetered customers the District

13




refers the account for collection in order to obtain a judgment against the account owner and thereupon place a lien
upon the real property which is served by the District. For unmetered customers water service on a delinquent
account remains terminated until payment of the sewer account is made. A disconnection and reconnection charge
of $20.00 each for Jefferson Utilities customers, and a $10.00 charge each for Charles Town customers is required to
reinstate a previously delinquent account. The District has a written Water Service Termination Agreement with the
City of Charles Town, which is dated April 2, 1990, and which is effective for successive ten year periods thereafter
unless terminated in writing by one of the parties thereto. The District does not presently have a written Water
Service Termination Agreement with Jefferson Utilities, which serves approximately 950 of the District’s customers.
The District follows the rules established by the West Virginia Public Service Commission concerning collection of
delinquent accounts.

The District has a policy of writing off accounts determined to be uncollectable. Also, the District has made
a provision with respect to operatmg expenses on its balance sheets pertaining to the System for doubtful accounts,
as follows:

Summary of Doubtful Accounts
Year Ended Provision for Year Ended Provision for
June 30 Doubtful Accounts June 30 Doubtful Accounts
2009 $10,000 2007 $10,000
2008 $10,000 2006 $10,000

Deferred payment plans are available for any residential customer who can demonstrate inability to pay a
System bill in full and that service termination would be dangerous to such customer’s health or safety.

The table and chart below depict the operating revenues of the District’s sewerage system, for the last 5 fiscal years.

‘June 30, 2005 June 30, 2006 June 30, 2007 June 30, 2008 June 30, 2009

Customer | Operating Change | Operating Change | Operating Change | Operating Change | Operating Change
Description | Revenues (%) Revenues (%) Revenues (%) Revenues (%) Revenues (%)
Residential 1,377,603 -em | 1,490,794 8.2% | 1,234,242 (17.2%) | 1,258,236 1.9% | 1,302,898 3.5%
Commercial ——-- — —— —— 409,042 -— 389,158  (4.9%) 364,775 (6.3%)
Industrial -——- -—-- 40,560 —- 62,189  53.3% 51,797 (16.7%) 25,551  (50.7%)
Public _ o ; o
Authorities -—— e 130,878 - 71,350 (45.5%) | 171,889 140.9% _l 08,504 (36.9%)
Other - - 48,177 - 50,567 5.0% 57438 13.6% 49,260 (14.2)
Totals: 1,377,603 -—- | 1,710,409 24.16% | 1,827,390 6.8% | 1,928,518 5.5% | 1,850,988  (4.0%)

Source: Jefferson County Public Service District; Public Service Commission Annual Reports

During fiscal year ended June 30, 2009, the District experienced a reduction in sewer revenues from industrial
customers as a result of the general downturn in the national and local economies for such year. In addition, one of the
District’s larger customers, Job Corp, substantially decreased their usage for such fiscal year. Incrcased billings for the
residential customer class assisted to cover the declines in the industrial and public aulhority customer classes.

_ The District has covenanted to diligently enforce and collect all fees and charges as descnbcd in “SECURITY
FOR THE 2010 SERIES A BONDS -- Enforcement of Collections™ herein.
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System Budget and Expenditure

In accordance with the Act, the management of the District shall prepare and submit to the Board of the
District a tentative budget. Such tentative budget shall be considered by the Board and, subject to any revisions or
amendments that may be determined by the Board, shall be adopted as the budget for the ensuing fiscal year. No
expenditures for operation and maintenance expenses in excess of the budget shall be made during such fiscal year
unless unanimously authorized and directed by the Board.

Method of Accounting

The financial statements of the District are prepared in accordance with Generally Accepted Accountmg
Principles (GAAP). As a proprietary fund type, the District applles all Financial Accounting Standards Board
(FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30, 1989,
unless those pronouncements conflict with or contradict Governmental Accounting Standards Board (GASB)
pronouncements, in which case, GASB prevails, :

Accounts of the District are organized on the basis of fund accounting under one fund, an enterprise fund.
Enterprise funds are proprietary funds used to account for business-like activitics provided to the genera] public.
These activities are financed primarily by user chares and the measurement of ﬁna.nmal activity focuses on net
income measurement similar to the private sector. :

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accountmg, revenues
are recognized when earned and expenses arc recorded when the liability is incurred or economic asset used, except
for the immaterial modification concerning inventories listed in the notes to the District’s financial statements.

CoxHollidaPrice LLP, Certified Public Accountants and Consultants, Martinsburg, West Virginia, audited
the records of the District for the fiscal years ended June 30, 2009 (See “Appendix B - Audited Financial Statement
for Fiscal Year Ended June 30, 2009™).

Retirement System

All full-time employees of the District are eligible and must participate in the state Public Employees
Retirement System (“PERS”). The pension plan provides pension benefits, deferred allowances, and death and
disability benefits. A member may retire after reaching the age of 60 and accumulating 5 vears or more of credited
service in force. Benefits generally vest in varying degrees once a member attains 5 or more years of credited
service in force. Employees who retire at age 60 with 5 or more years of credited service in force are entitied to
pension payments for the rest of their lives equal to 2% of their final, three-year average salary times the number of
years for which they were employed by a participant in the State PERS,

Penston provisions include deferred allowance whereby an employee may terminate his or her employment
with the District after accumulating 5 or more years of credited service in force, but before reaching the age of 60.
If the employee does not withdraw his or her accumulated contributions, the employee is entitled to certain pension
benefits in accordance with the West Virginia Public Employees Retirement Act.

Pension provisions include annuity options to provide benefits to a member’s nominated beneficiary if so
elected. In addition, disability retirement is provided for members who meet certain requirements as specified in
the Act. The District’s covered payroll amounted to $387,074 for the year ended June 30, 2009.

Employees of the District are required to pay 4.5% of their gross earnings to the pension plan. The District
is required to make annual contributions to the plan equal to 11.0% of its covered payroll. The District made
$40.618 and $37,482 of employer contributions to the plan for the years ended June 30, 2009 and 2008,
respectively.

The District has received a- letter dated- March 16, 2010, from the State of West Virginia Consolidated
Public Retirement Board, which indicates that pursuant to action taken by the Board on March 3, 2010, the
employer contribution rate for PERS will be increased, effective July 1, 2010, from 11.0% of a member’s gross
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monthly salary to 12.5% of monthly gross salary. Information regarding the plan is available from the State of
West Virginia. The District’s increased sewer rates and charges which became effective on April 9, 2010, pursuant to a
Commission Order entered on April 7, 2010, in Case No. 09-1915-PSD-42T-PC, included amounts necessary to account
for the increased PERS rates.

Other Post Employment Benefits

The District is an active participant with the West Virginia Public Employees Insurance Agency (PEIA), a
cost-sharing multiple-employer defined benefit postemployment healthcare plan. PEIA provides medical benefits
io retired employees and former employees of participating and non-participating West Virginia government
entities. West Virginia Code, Chapter 5, Article 16, assigns the authority to establish and amend benefit provisions
to PEIA. PEIA annually issues a publically available financial report that includes financial statements and required
supplementary information. That report may be obtained online from PEIA’s website: www.westvirginia.com/peia.

West Virginia Code, Chapter 5, Article 16 provides that contribution requirements of the plan and the
participating employers are established and may be amended by PEIA. Partlclpatmg employers contribute $140 per
month per participating employee.

Pamcxpatmg employers are contractually required to contribute at a rate assessed each year by PEIA. PEIA
sets the employer contribution rate based on the annual required contribution of the employers (ARC), an amount
actuarially determined in accordance with the parameters of GASB Statement 45. The ARC represents a level of
funding that, if paid .on an ongoing basis, is projected to cover normal cost each year and amortize any unfunded
actuarial liabilities of the plan over a period not to exceed thirty years. The District has not contributed to the post
employment health care plan. : :
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Summary of Historical Revenues and Expenses

The table below lists the net income of the sewerage system operated by the District for the last 3 fiscal years
as filed with the Public Semce Commission of West Virginia. :

Audited Audited Audited
Financials Financials Financials

Description G6/30/07 06/30/08 06/30/09
Operating Revenues $1,903916  $2,022,709 $1,927,484
Operating Expenses $1,377,237  $1,561,484  $1,578.240
Depreciation Expenses $526,679 $303,440 $330,434
Operating Income $226,935 $157,785 $18,810
Non-Operating Income (Expense): $52.303 $38,668 $10,355
Interest Income -
Gain (Loss) on Disposal of Assets ($1,247) ($1,394) $25
Interest Expense ($120,335)  ($117,987) ($116,187)
Amortization of Debt Issue Expense and Other Assets ($56,979) ($81,209) ($82,608)
Loss Due to Dropped Projects ($1,670) ($10,266) ($878)
Miscellancous Non-Operating Revenues $41.412 $41,412 $41.412
Total Non-Operating Income (Expense) ($86,516)  (8130,776)  ($147.881)
lncrca'sc (pccrcase) in Net Assets Before Capital $140.419 $27.009 ($129,071)
Contributions
Capital Contributions $276,250 ——— $13,246
Increase (Decrease) in Net Assets $416,669 $27,009  ($115,825)*

Source: Jefferson County Public Service District Audited Financial Statements and PSC Reports.

* See The System — Coverage Ratios contained herein for further detail.

Annual Debt Service Requirements

The following table sets forth for each fiscal year dunng which the 2010 Series A Bonds will be outstandmg
the amounts payable from Net Revenues as principal of and interest on the 2010 Series A Bonds.

2010 Series A Bonds

FY Ending
~ June 30

Total
Payments

Interest
Portion

Principal .
Portion

2010
2011
2012
2013
2014
2015
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2010 Series A Bonds

FY Ending Principal Interest Total
~ June 30 Portion Portion Payments

2016
2017
2018
2019
2020
2021
2022
- 2023
2024
2025
2026
2027
2028
2029
2030
2031
2032
2033
2034
2035
2036
2037
2038
2039

Totals:

Coverage Ratios

Under the Resolution, the District has covenanted to collect fees and charges such that Net Revenues
available for debt service are not less than 115% of the maximum amount required in any year for payment of
principal of and interest on the 2010 Series A Bonds and all other obligations secured by a lien or payable from
such revenues prior to or on a parity with the 2010 Series A Bonds, including the Prior Bonds. See “SECURITY
FOR THE 2010 SERIES A BONDS -- Rate Covenant™ herein.

Upon reviewing the District’s financial statements for the fiscal year ending June 30, 2009, an independent
certified public accountant verified that the District did not meet the rate coverage requirements of the Prior Bonds
for such fiscal year. Such accountants determined that the District’s sewer rate coverage for fiscal year ending June
30, 2009 was 109%. The District petitioned, and obtained approval from, the Public Service Commission of West
Virginia, pursuant to a Commission Order entered on April 7, 2010, in Case No. 09-1915-PSD-42T-PC, for a sewer
rate increase cffective April 9, 2010. The increased sewer rates and charges represent a 7.3% increase over the rates
previously in effect.

The revenues generated by the sewer rates which became effective on April 9, 2010, will be sufficient, in
the opinion of the District’s accountants, CoxHollidaPrice LLP, to produce revenues sufficient to pay the costs of
operating and maintaining the System, funding the debt service requirements for the 2010 Series A Bonds and the
Prior Bonds, and meeting the rate coverage requirements of the 2010 Series A Bonds and the Prior Bonds.
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Capital Improvement Fees and Capacity Assurance Fees

On and after January 14, 2009, developers and resale customers (in instances of developer connections),
and those seeking a new sewer connection for a Previously Developed Tract shall pay to the District a capital
improvement fee (CIF) for connections made to the sewer system of an unserved structure or facility. For
Developers and those seeking a new sewer connection for a Previously Developed Tract, the CIFs are due as of the
date of the entry into the final sewer availability agreement with the District. For resale customers making
developer connections, the CIF is due the month following the date a new customer of the District’s resale customer
to which the CIF is applicable connects to the facilities of the District’s resale customer.

The currently effective CIF which is charged by the District is equal to $7,500 per equivalent dwelling unit.
Connections for non-residential use shall be paid in accordance with a residential usage equivalent schedule which
is set forth in the District’s sewer rate tariff.

Developers, those seeking to assure capacity for a Previously Developed Tract, and resale customers of the
District (in instances of developer connections) may execute a Capacity Assurance Agreement (CAA) and pay a
Capacity Assurance Fee (CAF) to the District in the amount of $7,500 per equivalent dwelling unit. Execution of
the CAA and payment of the CAF shall entitle the payee to a reservation of sewer capacity as provided in the CAA.
At such time as the reserved capacity is called upon by the entity paying a CAF, the CAF will be treated by the
District as a credit, without interest, against the District’s then effective CIF. Subject to this credit, entities that
have paid a CAF remain responsible for payment of the District’s then effective CIF for construction on property
identified in the CAA. '

The Public Service Commission of West Virginia has required that the CIF and CAF funds be used to fund
major utility-wide source of supply, storage or treatment plant projects. In circumstances in which the ultimate
sewage flows are to be treated by the City of Charles Town wastewater treatment plant, $1,127 of the CIF and CAF
fees which are collected by the District is required by the Public Service Commission to be distributed to the City of
Chares Town. Further, the District is currently required by Order of the Public Service Commission to seek and
obtain the prior approval of the Public Service Commission. before committing or disbursing any of the $7,500
CIF/CAF funds except for instances wherein the City of Charles Town is entitled to its $1,127 of such fees.

. The District is required by the Public Service Commission to account for CIF and CAF as non-operating
revenues. Thus, the Capital Improvement Fees and Capacity Assurance Fees are not accounted for as Net
Revenues of the District with respect to the rate coverage and parity bond tests contained in the Resolution
and in the Prior Resolutions with respect to the 2010 Series A Bonds and the Prior Bonds.

It should be noted that in the case of Larry V., Faircloth Realty. Inc. v. Berkeley County Public Service
Water District and Berkeley County Public Service Sewer District, Civil Action No. 09-C-826, filed in Berkeley
County Circuit Court on or about October 6, 2009, the plaintiff therein filed a declaratory judgment action which
challenged the legality of Capacity Improvement Fees, a fee similar to the Capital Improvement Fees charged by the
District as herein described. The plaintiff alleged that Capacity Improvement Fees are neither authorized by statute
nor reasonable in light of current economic conditions. On February 16, 2010; the Circuit Court entered a
“Declaratory Judgment Order” wherein the Court ruled, among other things, that Capacity Improvement Fees billed
for new construction are not authorized by statute; and the Public Service Commission of West Virginia exceeded
its statutory authority in permitting the Berkeley County Public Service Water District (the “Water District”) and
the Berkeley County Public Service Sewer District (the “Sewer District”) to collect Capacity Improvement Fees.
Both the Water District and Sewer District filed separate Petitions for Appeal with the West Virginia Supreme
Court of Appeals on or about April 7, 2010 which seek to vacate the Declaratory Judgment Order entered on
February 16, 2010. The West Virginia Supreme Court of Appeals has not yet ruled as to whether it will accept such
petitions for consideration. Proceedings imposing similar challenges to the Capacity Improvement Fees charged by
the Water District and the Sewer District are currently pending before the West Virginia Public Service
Commission in Case No. 09-0961-PSWD-GI.

It is possible that similar legal challenges.could be instituted in Jefferson County Circuit Court or before the
West Virginia Public Service Commission or other venues challenging the legality or application of the CIF and
CAF currently imposed and collected by the District. If successful, such legal challenges could limit or eliminate
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the ability of the District to use CIF and CAF to finance capital improvements to its sewerage system. However,
these fees are not included in the Net Revenues of the District.

Sewerage Treatment Services Provided by City of Charles Town .

The City of Charles Town (“Charles Town”) treats a portion of the wastewater generated in the District’s
service area and collected in its sewerage collection lines at the wastewater treatment plant owned and operated by
Charles Town. Such treatment services were originally provided by Charles Town pursuant to a Sewer Service
Apgreement, dated April 29, 1988 (the “1988 Agreement”), by and between Charles Town, the District and the
Corporation of Ranson (“Ranson™). Such parties entered into an Amendment to Sewer Service Agreement, dated
July 11, 2005 (the “Amendment to 1988 Agreement”). The Amendment to 1988 Agreement contemplates the
payment by Charles Town, Ranson and the District of a portion of the debt service on revenue bonds to be issued by
Charles Town (the “Charles Town Bonds™) to finance improvements to the wastewater treatment plant owned and
operated by Charles Town in order to increase the capacity of such treatment plant by 500,000 gallons per day (the
“Phase One Improvements”). The 1988 Agreement, together with the Amendment to 1988 Agreement, is to remain
in full force and effect until such time as the revenue bonds contemplated by the Amendment to 1988 Agreement
are paid and discharged. In the event the bonds are defeased and the balance due thereon is refinanced by the
issuance of new revenue bonds, a party may opt into a payment schedule for the refinanced bonds, in which case the .
Amendment to 1988 Agreement shall continue in full force and effect with respect to such party until the reissued
revenue bonds are paid and discharged; or, alternatively, a party may elect to pay in full an amount of money
sufficient to allow that party’s share of the balance of the revenue bond debt contemplated by the Amendment to
1988 Agreement to be defeased.

Pursuant to the Amendment to 1988 Agreement the principal of the Charles Town Bonds was to be repaid
first from $1,127 per equivalent dwelling unit (“EDU”) of capital improvement fees collected by the parties
pursuant to that certain Memorandum of Understanding Regarding Wastewater Capital Improvement Fee, by and
between Charles Town, Ranson and the District (the “MOU™). Second, debt service on the Charles Town Bonds is
to be repaid under the Amendment to 1988 Agreement pursuant to payments by Ranson and the District to Charles
Town, on a monthly basis, of the sum of $6.10 per EDU for all new sewer service customers within their respective
service areas. Charles Town is also to apply $6.10 per EDU for all new sewer service customers connecting to its
system to repayment of the Charles Town Bonds. The third repayment source under the Amendment to 1988
Agreement is a guaranty by Huntfield L.C. pursuant to a Developer Agreement by and between the District and
Huntfield L.C. (the “Developer Agreement”). In the event that the above described repayment sources are
insufficient to pay the debt service on the Charles Town Bonds, Ranson and the District agree to remit to Charles
Town on a monthly basis one third of the monthly deficiency as directed by Charles Town.  Under the Amendment
to 1988 Agreement, the District and Ranson may send wastewater collected from their respective customers to
wastewater treatment facilities other than the Charles Town wastewater treatment plant for treatment; provided, that
the District and Ranson shall each pay Charles Town their respective obligations as outlined above and shall also
pay to Charles Town the prevailing tariff rate for wastewater treated by Charles Town.-

- Pursuant to an Order of the Public Service Commission of West Virginia entered on May 1, 2005, in Case
No. 04-1819-S-MA (the “2005 PSC Order™), the 1988 Agreement was ordered abrogated to the extent that it is
inconsistent with the Order. The 2005 PSC Order also provided that: (i) the Amendment to 1988 Agreement, as
approved by the Commission in Case No. 04-095-S-CN, remain in force, (ii) Charles Town, Ranson and the District
were required to rencgotiate an agreement, which incorporates the terms of the Amendment to 1988 Agreement and
is consistent with the 2005 PSC Order, to replace the 1998 Agreement. The parties were to -submit the revised
Agreement to the Commission for its review and approval by December 31, 2005. To date, the parties have not
negotiated a new Agreement pursuant to the terms of the Order or filed such Agreement with the Public Service
Commission for approval.

. The Order also approved the following sewer rate tariff provisions with respect to the resale rate to be
charged by Charles Town to the District and Ranson and the resale credit and transportation credit available to the
District; '

- Resale Rate- $3.71 per 1,000 gallons per month.
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Resale Credit (Applicable only to Jefferson County Public Service District)- a monthly credit of $3,451 per
month will be credited against the respective bill rendered to Jefferson County Public Service District for debt
incurred by the District as part of the 2000 Charles Town Treatment Plant upgrade. This credit will remain in effect
until the indebtedness associated with the respective upgrade is satisfied (Matures 2031).

Transportauon Credit (Applicable only to .Tefferson County Public Service District)- a monthly credit of
$1,009 per month will be credited against the respective bill rendered to Jefferson County Public Service District for
reimbursement of fixed debt associated with lift stations needed to transport Chares Town’s sewage from the former
Sanitary Associates service area. The credit will be given until the indebtedness is satisfied. In addition to the
monthly credit of $1,009, a transportation credit of $1.65 per thousand gallons shall be provided to the Jefferson
County Public Service District for all flows from the former Sanitary Associates area.

The table below lists the coverage amounts for fiscal year ending June 30, 2007-2009 and projected 2009-2010.

Audited Audited Audited Unaudited* _
: Financials Financials Financials Financials Budget* Proforma**
Description ' 2007 2008 2009 2010 2011 2011

Operating Revenues 1,997,631 2,102,789 1,979,251 1,992,000 2,117.000 2,117,000
Operating Expenses 1,377,237 1,561,484 1,578,240 1,636,063 1,683,795 1,683,795

Available Funds 620,394 541,305 401,011 355937 433205 433205

E"b‘ Service 301,323 368,159 368,159 368,159 368.159 360,000
equlrcmcms

Coverage Ratio 206% 147% 109% 97% 118% 120%

* Sewer rate increase became effective April 9, 2010 pursuant to
PSC Case No. 09-1915-PSD-42T-PC

** Proforma contemplates successful refﬁndmg of Series 1 998 A
Bonds

Source: Jefferson County Public Service District Audtted Financial Statements; Cox Hollida Price LLP. Certified Pubhc
Accountants and Consultants.

INVESTMENT CONSIDERATIONS
The District does not have direct control over the Net Revenues it produces. The Distnct's rates and charges
arc sct by the Public Service Commission of West V:rglma following a public notice and review process. The

District cannot automatically increase rates, thereby 1ncreasmg Net Revenues if customer numbers or customer
usage decline or if operation and maintenance expenses increase significantly.
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The District may and anticipates issuing additional bonds secured by the Net Revenues of the System on a
parity with the lien thereon in favor of the 2010 Series A Bonds and the Prior Bonds, provided that the coverage and
parity tests for the 2010 Series A Bonds and the Prior Bonds are satisfied. The District is not required to obtain the
consent of the owners of the 2010 Series A Bonds to the issuance of obligations secured by the Net Revenues of the
System. However, the coverage and parity tests contained in the Resolution authorizing the issuance of the 2010
Series A Bonds must be met in order for the District to issue additional obligations secured by Net Revenues of the
System on a parity with the 2010 Series A Bonds and the Prior Bonds.

If Net Revenues are not sufficient to cover the debt service on the 2010 Series A Bonds and the Prior Bonds,
then the District must request an increase in rates from the Public Service Commission. There can be no assurance
that the Public Service Commission will increase rates and charges to a level sufficient to pay the debt service on the
2010 Series A Bonds and the Prior Bonds.

LITIGATION

There is no action, suit, proceeding, inquiry or investigation at law or in equity before or by any court,
public board or body, now pending or, to the best knowledge of the District, threatened or affecting the District (or,
to the District’s knowledge, any basis therefor) wherein an unfavorable decision, ruling or finding would have a
material adverse affect on the District’s financial position or on the validity of the 2010 Series A Bonds, the
Resolution, or any agreement to which the District is a party and which is a part of the issuance of the 2010 Series A
Bonds.

LEGAL MATTERS

The authorization and issuance of the 2010 Series A Bonds are subject to the approval of legality by
Spilman Thomas & Battle, PLLC, Charleston, West Virginia, Bond Counsel. Bond Counsel will render an opinion
in substantially the form set forth in Appendix C to this Official Statement. Certain legal matters will be passed
upon for the District by its counsel, James V. Kelsh, Esquire, Charleston, West Virginia, and for the Undcrwnter by
its counsel, Steptoe & Johnson PLLC, Clarksburg, West Virginia.

TAX MATTERS

In the opinion of Spilman Thomas & Battle, PLLC, Bond Counscl, under existing laws, regulations,
published rulings and judicial decisions of the United States of America, as presently written and applied, the
interest on the 2010 Series A Bonds (a) is excludable from gross income for federal income tax purposes, assuming
compliance with certain provisions described herein pertaining to the Internal Revenue Code of 1986, as amended
(the “Code™), (b) is not an item of tax preference for purposes of the federal alternative minimum tax imposed on
individuals and corporations, and {c) under existing State law, the 2010 Series A Bonds are exempt from taxation
by the State and the other taxing bodies of the State and the interest on the 2010 Series A Bonds is exempt from
personal and corporate income taxes imposed directly therecon by the State. For the purposes of computing the
alternative minimum tax on corporations {as defined for federal income tax purposes), such interest is taken into
account in determining adjusted net book income.

Based on an examination of the Code and the factual representations and covenants of the District as to the
Bonds, Bond Counsel is further of the opinion that pursuant to Section 265(b)(3) of the Code, the 2010 Series A
Bonds upon issuance shall be treated as “qualified tax-exempt obligations” for purposes of Section 265(b)(3) of the
Code and shall be deemed so designated as the 2010 Series A Bonds and the issue of which they are a part satisfy
the requirements set forth in Section 265(b)(3). Therefore, the 2010 Series A Bonds are “qualified tax-exempt
obligations™ within the meaning of Section 265(b)(3) of the Code, and the provision of the Code which disallows all
deductibility of interest expense incurred by financial institutions on debt incurred or to purchase or carry most tax-
exempt obligations does not apply to the 2010 Series A Bonds. A deduction is allowed for 80% of that portion of
such financial institution’s interest expense allocable to interest on the Bonds for federal income tax purposes.
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Assumed Compliance with Certain Covenants and Federal Tax Requirements

The Code imposes various restrictions, on conditions and requirements relating to the exclusion from gross
income for federal income tax purposes of interest on obligations such as the 2010 Series A Bonds. The District has
covenanted to comply with certain restrictions designed to ensure that interest on the 2010 Series A Bonds will not
be included in federal gross income. Failure to comply with these covenants may result in interest on the 2010
Series A Bonds being included in gross income for federal income tax purposes, possibly from the date of original
issuance of the 2010 Series A Bonds. The opinion of Bond Counsel assumes compliance with these covenants.
Bond Counsel has not undertaken to determine (or to inform any person) whether any actions taken (or not taken) or
events occurring (or not occurring) after the date of issuance of the 2010 Series A Bonds may adversely affect the
value of, or the tax status of interest on, the 2010 Series A Bonds. Further, no assurance can be given that pending
or future legislation or amendments to the Code, if enacted into law, or any proposed legislation or amendments to
- the Code, will not adversely affect the value of, or the tax status of interest on, the 2010 Series A Bonds.
Prospective purchasers of 2010 Series A Bonds are urged to consult their own tax advisors with respect to proposals
to restructure the federal income tax..

Certain requirements and procedures contained or referred to in the District’s authorizing Resolution, the
Tax Certificate, and other relevant documents may be changed and certain actions (including, without limitation,
defeasance of the 2010 Series A Bonds) may be taken or omitted under the circumstances and subject to the terms
and conditions set forth in such documents. Bond Counsel expresses no opinion as to any 2010 Series A Bond or the
interest thereon if any such change occurs or action is taken or omitted upon the advnce or approval of bond counsel
other than Spilman Thomas & Battle, PLLC.

[Original Issue Discount and Original Issue Premium]

[To the extent the 1ssue price of any maturity of the 2010 Series A Bonds is less than the amount to be paid
at maturity of such 2010 Series A Bonds (excluding amounts stated to be interest and payable at least annually over
the term of such 2010 Series A Bonds} (the “Discount Bonds™), the difference constitutes “original issue discount,”
the accrual of which, to the extent properly allocable to each beneficial owner thereof, is treated as interest on the
2010 Series A Bonds which is excluded from gross income for federal income tax purposes and State of West
Virginia personal income taxes. For this purpose, the issue price of a particular maturity of the 2010 Series A Bonds
is the first price at which a substantial amount of such maturity of the 2010 Series A Bonds is sold to the public
(excluding bond houses, brokers, or similar persons or organizations acting in the capacity of underwriters,
placement agents or wholesalers). The original issue discount with respect to any maturity of the 2010 Series A
Bonds accrues daily over the term to maturity of such 2010 Series A Bonds on the basis of a constant interest rate
compounded semiannually (or over a shorter permitted compounding interval selected by the owner). The accruing
original issue discount is added to the adjusted basis of such 2010 Series A Bonds to determine taxable gain or loss
upon disposition (including sale, redemption, or payment on maturity) of such 2010 Series A Bonds. A purchaser of
a Discount Bond in the initial public offering at a price for that Discount Bond stated on the cover of this Official
Statement who holds that Discount Bond to maturity will realize no gain or loss upon the retirement of that Discount
Bond. Beneficial owners of the 2010 Series A Bonds should consult their own tax advisors with respect to the tax

consequences of ownership of 2010 Series A Bonds with original issue discount, including the treatment of ~

beneficial owners who do not purchase such 2010 Series A Bonds in the original offering to the public at the first
price at which a substantial amount of such 2010 Series A Bonds is sold to the public.

2010 Series A Bonds purchased, whether at original issuance or otherwise, for an amount higher than their
principal amount payable at maturity (or, in some cases, at their earlier call date) (“Premium Bonds™) will be treated
as having amortizable bond premium, No deduction is allowable for the amortizable bond premium in the ¢ase of
bonds, like the Premium Bonds, the interest on which is excluded from gross income for federal income tax
purposes. However, the amount of tax-exempt interest received, and a beneficial owner’s basis in a Premium Bond,
will be reduced by the amount of amortizable bond premiumn properly allocated to such beneficial owner. For
purposes of determining the owner’s gain or loss on the sale, redemption (including redemption at maturity) or other
disposition of a Premium Bond, the owner’s tax basis in the Premium Bond is reduced by the amount of bond
premium that is amortized during the period of ownership. As a result, an owner may realize taxable gain for federal
‘income tax purposes from the sale or other disposition of a Premium Bond for an amount equal to or less than the
amount paid by the owner for that Premium Bond. A purchaser of a Premium Bond in the initial public offering at
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the price for that Premium Bond stated on the cover of this Official Statement who holds that Premium Bond to
maturity (or, in the case of a callable Premium Bond, to its earlier call date that results in the lowest vield on that
Premium Bond) will realize no gain or loss upon the retirement of that Premium Bond. Beneficial owners of the
2010 Series A Bonds should consult their own tax advisors with respect to the tax consequences of ownership of
2010 Series A Bonds with bond premium, including the treatment of beneficial owners who do not purchase such
2010 Series A Bonds in the original offering to the public at the first price at whlch a substantial amount of such
2010 Series A Bonds is sold to the public.]

Informatlon Reporting and Backup Wlthholdmg

Information reporting requirements will apply to interest on tax-exempt obligations, including the 2010
Series A Bonds. In general, such requirements are satisfied if the interest recipient completes, and provides the
payor with, a Form W-9, “Request for Taxpayer Identification Number Certification,” or unless the recipient is one
of a limited class of exempt recipients, including corporations. A recipient not otherwise exempt from information
reporting who fails to satisfy the information reporting requirements will be subject to “backup withholding,” which
means that the payor is required to deduct and withhold a tax from the interest payment, calculated in the manner set
forth in the Code. For the foregoing purpose, a “payor” generally refers to the person or entity from whom a
recipient receives its payments of interest or who collects such payments on behalf of the recipient.

If an owner purchasing a 2010 Series A Bond through a brokerage account has executed a Form W-9 in
connection with the establishment of such account, as generally can be expected, no backup withholding should
occur. In any event, backup withholding does not affect the excludability of the interest on the 2010 Series A Bonds
from gross income for federal income tax purposes. Any amounts withheld pursuant to the backup withholding
should be allowed as a refund or a credit against any owner’s federal income tax once the required information is
furnished to the Internal Revenue Service.

State Income Tax Exemption

In the opinion of. Bond Counsel, under the Act, as presently written and applied, the 2010 Series A Bonds
and the interest thercon are exempt ﬁ'om all taxation by the State of West Virginia and the other taxing bodies of the
State.

Individual Circumstances

Although Bond Counsel is of the opinion that interest on the 2010 Series A Bonds s excluded from gross
income for federal income tax purposes, the ownership or disposition of, or the accrual or recipient of interest on, the
2010 Series A Bonds may otherwise affect an owner’s federal tax liability. The nature and extent of these other tax
consequences will depend upon the particular- tax status of the owner or the owner’s other items of income or
deduction. Bond Counsel expresses no opinion regarding any such other tax consequences.

Future Tax Changes

‘Future legislative proposals, if enacted into law, clarification of the Code or court decisions may cause
interest on the 2010 Series A Bonds to be subject, directly or indirectly, to federal income taxation or 1o be subject to
or exempted from statc income taxation, or otherwise prevent beneficial owners from realizing the full current
benefit of the tax status of such interest. The introduction or enactment of any such future legislative proposals,
clarification of the Code or court decisions may also affect the market price for, or markctability of, the 2010 Scries
A Bonds. Prospective purchasers of the 2010 Series A Bonds should consult their own tax advisors regarding any
pcndmg or proposed federal or state tax legislation, regulations or litigation, as to wh:ch Bond counscl expresses no
Op}m()n

~ The opinion of Bond Counsel is based on current legal authority, covers certain matters not directly
addressed by such authorities, and represents Bond Counsel’s judgment as to the proper treatment of the 2010 Series
A Bonds for federal income tax purposes. It is-not binding on the Internal Revenue Service (“IRS™) or the courts.
Furthermore, Bond Counsel cannot give and has not given any opinion or assurance about the future activities of the
District, or about the effect of future changes in the Code, the application regulations, the interpretation thereof or
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the enforcement thereof the IRS. The District has covenanted, however, to comply with the requirements of the
Code.

Bond TCounsel Obligations

Bond Counsel’s engagement with respect to the 2010 Series A Bonds ends with the issuance of the 2010
Series A Bonds, and unless separately engaged, Bond Counsel is not obligated to defend the District or the beneficial
owners regarding the tax-exempt status of the 2010 Series A Bonds in the event of an audit examination by the IRS.
Under current procedures, parties other than the District and their appointed counsel including the beneficial owners,
would have little, if any, right to participate in the audit examination process. Moreover, because achieving Judlc1al
review in connection with an audit examination of tax-exempt bonds is difficult, obtaining an independent review of
IRS positions with which the District legitimately disagree may not be practicable. Any action of the IRS, including
but not limited to selection of the 2010 Series A Bonds for audit, or the course or result of such audit, or an audit of
bonds presenting similar tax issues may affect the market price for, or the marketability of, the 2010 Series A Bonds,
and may cause the District or the beneficial owners to incur significant expense.

UNDERWRITING
Crews & Associates, Inc., as Underwriter, has agreed, subject to certain conditions, to purchase the 2010
Series A Bonds from the District at a price of § which reflects an Underwriter’s discount of $ and
a net original issue discount of § . The Underwriter will be obligated to purchase all of the 2010 Series

A Bonds if any are purchased. The 2010 Senes A Bonds may be offered and sold to certain dealers (including
investment trusts, certain of which may be sponsored or managed by the Underwriter) at prices lower than the
public offering price stated on the cover page of this Official Statement, and such public offering price also may be
changed without prior notice, from time to time, by the Underwriter.

ACCOUNTANT’S CALCULATIONS

CoxHollidaPrice LLP, Certified Public Accountants and Consultants, Martinsburg, West Virginia,
independent certified public ‘accountants, will certify the coverage requirements and parity test requirements in
connection with the issuance of the 2010 Series A Bonds.

FINANCIAL STATEMENTS OF THE DISTRICT

- Included herein as Appendix B is the audited financial statements (and reports with respect thereto) of the
District as of June 30, 2008 and June 30, 2009, prepared by CoxHollidaPrice LLP, Certified Public Accountants and
Consultants, Martinsburg, West Virginia. The financial statements have been included herein in reliance upon the
reports of the preparers thereof as experts in auditing and accounting,

CoxHollidaPrice LLP has consented to the inclusion of the Jefferson County Public Service District
Financial Statements for the years ended June 30, 2008 and 2009 in this offering document.

CONTINUING DISCLOSURE

The District has agreed in the Resolution to execute and deliver contemporancously with the issuance of the
2010 Series A Bonds an agreement to undertake for the benefit of the Registered Owners of the 2010 Series A
Bonds to provide certain financial and operating information (the “Annual Information™) not later than three hundred
sixty five (365) days following the end of the fiscal year of the District, commencing in 2010, to the Electronic
Municipal Markets Access System (“EMMA™) and to provide notice of the occurrence of the enumerated events to
EMMA. Seec “APPENDIX E- FORM OF CONTINUING DISCLOSURE AGREEMENT.”

This continuing disclosure obligation is being undertaken by the District to assist the Underwriter in
complying with Rule 15¢2-12 promulgated by the SEC. The Dissemination Agent named therein has agreed to give
notice in a timely manner to EMMA or other applicable information repository of any failure to supply the requested
information. However, any such failure will not constitute a default under the terms of the 2010 Series A Bonds.
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Registered Owners may contact the General Manager of the District at 340 Edmond Road, Suite A, Kearneysville,
WV 25430, (304) 725-4647 for more information.

MISCELELANEOUS

So far as any statements made in this Official Statement involve matiers of opinion or estimates, whether or
not expressly stated, they are set forth as such and not as representations of fact, and no representation is made that
any of such statements will be realized. Neither this Official Statement nor any statement which may have been
made orally or in writing is to be construed as a contract with the owners of the 2010 Series A Bonds. The District
has authorized the execution and distribution of this Official Statement.

W S L

Copies of the Resolution, the Undertaking and other apphcable documents may be obtained from the
District at the following address:

Jefferson County Public Service District

-340 Edmond Road, Suite A

Kearneysville, WV 25430

Attention: General Manager £
- {304) 7254647 _

or, during the period of offering the 2010 Series A Bonds, from the Underwriter.
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The execution and distribution of this Official Statement has been duly authorized by the District.

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
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APPENDIX A
General Information Regarding Jefferson County, West Virginia

The Jefferson County Public Service District is located in Jefferson County
situated in the eastern panhandle of West Virginia. Jefferson County marks the Eastern Gateway
to the Mountain State. The County was formed in 1801 from Berkeley County and was named
for Thomas Jefferson. Jefferson County, with a total land area of 212 square miles, is bordered
on the west by Berkeley County, West Virginia, on the north by the State of Maryland and on the
east and south by the Commonwealth of Virginia. The elevation varies from 275 feet above sea
level at Harpers Ferry to 1000 feet in the mountains east of the Shenandoah River. Charles
Town, one of five incorporated towns, is the County seat. The other incorporated towns are
Harpers Ferry, the.location of John Brown’s raid during the Civil War; Shepherdsiown, the
oldest town in West Virginia; Bolivar, named afier the South American liberator, Simon Bolivar;
and Ranson, an ideal location for industry and homes.

Because of its proximity to the Baltimore-Washington, D.C. area, the County has
experienced the type of growth representative of those metropolitan areas. Jefferson County is
part of the Martinsburg Labor Market Area which draws a strong work force from Virginia and
Maryland. Due to its location, many metropolitan areas are within reasonable travehng distance
of Jefferson County :

Washington, D.C. - 58 miles
Baltimore, Maryland - 67 miles
Harrisburg, Pennsylvania - 100 miles
Charlottesville, Virginia - 129 miles

Richmond, Virginia - 168 miles

Philadelphia, Pennsylvania - 180 miles
Pittsburgh, Pennsylvania - 193 miles
New York City - 265 miles

*Unless indicated otherwise, data sources are WorkForce West Virginia and the Jefferson County Development
Authorine,

Top Ten Emp!overs”

Jefferson County Board of Education
PNGI Charles Town Gaming
Shepherd University

Wali-Mart Stores, Inc.

Royal Vendors, Inc.

Jefferson Memorial Hospital
Department of the Interior

American Public University Systemn
Jefferson County Commission
Eldercare Resources Corporation

S0 N LR W —

—
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Employment and Unemployment Statistics - Annual Averages

The following table presents statistics regarding the average annual labor force
and historical employment levels in Jefferson County.

JEFFERSON COUNTY EMPLOYMENT RATES

Labor Force Number Nunther Unemplovment

Fmploved Unemploved Rate (%)
2000 23,350 - 22,560. 790 - 3.4%
2001 23,040 22.270 770 3.3%
2002 23,140 22240 900 3.9%
2003 23,250 - 22380 860 3%
2004 23,670 22,880 790 3.3%
2005 24,270 23,490 770 3.2%
2006 24,960 24,170 790 . 3.2%
2007 25,330 24,560 770 3.0%
2008 24,700 23,780 920 3.7%
2009 24000 22380 1,620 6.8%
Source: WorkForce WV Labor Market Information and W1V’ County Profiles

Employment and Wages

Employment, Annual Average 2008 | 14.294
Total Wages, Annual 2008 $439,793,087
Annual Wage, Annuél Average 2008 $30,768
Weekly Wage, Annual Average 2008 $591.69

Population Trends

Year County % Change © West Virginia
Population Population
1970 21,280 N/A 1,744,237
1980 30,311 42.43% 1,928,524
1990 35,926 18.52% 1,793,477
2000 42,190 17.44% 1,808,344
2005 48,542 ' 15.06% ' 1,805,626
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Year County % Change West Virginia

Population Population
2006 L 49,712 2.41% 1,808,699
2007 50,832 2.25% | 1,812,035
2008 51,615 1.54% 1,814,468

Source: U.S. Census Bureau

People Quick Facts

Male 20,873
Female 21,317
Ages 14 and below 8,303
Ages 25t0 34 5,512
Ages 45 to 54 6,519
Ages 65 and older 4,724
Median Age 36.8

Source: 2000 Census and WU Countv Profiles

Housing

A wide range of housing is available in Jefferson County, with housing costs
generally at least 1/3 less than in the suburban metropolitan area. The County offers a blend of
rural lifestyle with a close proximity to the attractions of Washington, DC, and Baltimore,
Maryland.

Total Housing Units 17,623

Occupied Housing Units 16,165
Owner Occupied 12,253
Renter Occupied 3,912
Median Value $116.700
Median Rent Asked $453
Totals Households 16,165
Family Households . 11319
Non-Family Households 4,846
Persons 65 and Over, Living Alone 1,366 :

Average Household Size 2.54

Source: 2000 Census and BT County Profiles
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Government/Emergency Services Personnel

West Virginia State Police 13

 Jefferson County Sheriff’s Department 31
~Charles Town Police Personnel 20
Ranson Police Personnel 16
Shepherdstown Police Personnel 13
Harpers Ferry-Bolivar Police Personnel 6
Central Dispatch County Wide 911
Fire and Rescue: 6 departments/150 active volunteers
Medical
Hospital 1 - Jefterson Memorial/45 beds .
Licensed Nursing Homes 4
Physicians 32 Full-time :
33 Part-time
Dentists 12
Chiropractors 5
Banks

Jetterson County has six (6) banks with full consumer, commercial and trusts
services available with total assets exceeding $425 million. :

Bank of Charles Town " BB&T
City National Bank United National Bank
MVB Bauk, Inc. Jefferson Security Bank
Communications '

Newspapers: Spirit of Jefferson/Farmer's Advocate & Shepherdsiovwn Chronicle
are published weekly. The Journal in Martinsburg, West Virginia and The Morning Herald in
Hagerstown, Maryland are published daily.

Radio Stations: WXVA, AM and FM

Cable Television:  Comcast offers more than ' 60 stations, including
Washington, DC and Baltimore, Maryland. Local TV coverage by Hagerstown Channel 25.
School news Channel 19. Direct TV is also available.
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Transportation

Jefferson County is served by Interstate 81 and Interstate 70, U.S. Route 340 and
State Routes 9, 45, 51, 115, 230, and 480. Interstate 81 is a highly traveled highway running
north and south through Berkeley County. Interstate 70 runs east and west in Maryland, 20 miles
north of the County.

Norfolk and Southern Railway, CSX Transportation and ‘Amtrak Service provide
~commuter and commercial transportation through Jefferson County, including daily service to
downtown Washington, DC and points in Maryland.

Eastern West Virginia Regional Airport, located 11 miles away in Martinsburg,
West Virginia, offers private air transportation. This airport has a 7,000 foot runway with a full
instrument landing system. Several national and international airports are located 40 to 90
minutes away including Dulles International Airport (45 miles), Baltimore-Washington
International Airport (60 miles), Ronald Reagan National Airport (65 miles), and Hagerstown,
MD and Winchester, VA (25 miles).

Multiple motor freight carriers supply Jefferson County and there is a container
cargo facility at Front Royal Virginia, approximately 25 miles away.

There is limited local bus service provided by Eastern Panhandle Transit
Authority.

Utilitics

Allegheny Energy Power Company provides electric power to the residents and
businesses in Jefferson County. There is currently no natural gas suppher available in the
County. Heating oil is provided by Roach Energy, Southern States and Smith Oil Company.
Propane Gas is provided by Columbia Propane, Shawley’s Gas Company, Thompson Gas Co.,
Amerigas Propane, and United Propane.

Telephone services are provided by Frontier Communications.  Personal
communication systems are provided by Sprint Spectrum, US Cellular. AT&T Wireless, and
T-Mobile.

Water and sewer services are provided by Jefferson County Public Service
District as well as various municipalities and privately owned, public utilities.

Education

The vision of the Jefferson County School System is to empower its students to
become responsible. productive citizens in a diverse society.
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Elementary Schools 8 schools (3,849 enrollment). A new elementary school is
scheduled to open in Shenandoah Junction for the 2010-2011 school year.

Middle Schools 4 schools (1,849 enrollment)
High Schools 2 schools_ (2,373 enrollment) |

There are also 3 private schools in Jefferson County with a total enrollment of
approximately 266 students in grades PK through 9.

James Rumsey Technical Institute is the designated technical school for the
Berkeley, Morgan and Jefferson County school districts. JRTI offers career and technical
education opportunities for high school students and adult leammers. . Programs at JRTI are
approved and/or accredited by the North Central Association of Secondary Schools and
Colleges.

Jefterson County is home to one (1) public college. Shepherd University, located
in Shepherdstown, offers both Master’s and Bachelor’s degrees. Major Bachelor degree
programs include business, liberal arts, education, recreation and fitness and visual and
performing arts. The total enrollment is approximately 4,185 students.

American Public University System (APUS). consisting of two (2) online
universities, American Public University and American Military University, is headquartered in
Charles Town, West Virginia. APUS offers 76 degree programs and 51 certificates including
programs in business, criminal justice, homeland security, information technology. intelligence,
management and psychology. APUS is one of the few institutions that is regionally and
nationally accredited by federally recognized accrediting agencies.

Source; West Virginia Department of Education

Libraries

There are four (4) libranies in Jefferson County with over 1.5 million volumes.

Recreation

Jefferson County offers a wide variety of attractions and recreation for visitors,
Three (3) federal parks are located in the County: Harpers Ferry National Historical Park. C&O
National Historical Park and the Appalachian Trail. Harpers Ferry is situated at the point of the
Potomac and Shenandoah Rivers where Maryland, Virginia and West Virginia meet. It is best
known for John Brown’s raid on the Armory during the Civil War. Most of the town is
maintained as the Harpers Ferry National Historical Park.

The C&O National Historical Park was established in 1961 by President Dwight
D. Eisenhower to preserve the remains of the Chesapeake and Ohio Canal. The canal and
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towpath trail extends from Georgetown in Washington DC, through part of West Virginia, to
Cumberland, Maryland, a distance of 184.5 miles. The remains of many of the original locks
and buildings can still be viewed along the trail.

The Appalachian Trail enters West V1rg1n1a at Harpers Ferry. Only about four (4)
miles of the trail lie in West Virginia proper.. However, the trail straddles the Virginia-West
Vlrglma border for approximately 15 miles south of Harpers Ferry and again several hundred
“miles south near the New River.

Jefferson County also-boasts eight (8) county parks covering over 250 acres of
land. These parks offer a variety of facilities including picnic areas, athletic fields, tennis courts,
nature trails, and playgrounds.

There are quite a few attractions and festivals in Jefferson County including the
Charles Town Races and Slots, Summit Point Motor Sports Park, The Old Opera House, Peter
Burr Living History Farm, Mountain Heritage Arts and Crafts Festival, and the Contemporary
American Theater Festival. :

Charles Town Races and Slots is a world-class entertainment venue featuring over
: 5 000 slot machines, live entertainment, a varied selection of food and beverages, and live and
simulcast horse racing. Charles Town Races and Slots is owned by Penn National Gaming Inc.
and draws more than four million visitors every year.

Summit Point Motorsports Park 'is a road racing and driver training famllty
Owned and operated by Bill Scott Racing. Inc., Summit Point Motorsports Park features three
road racing circuits that are currently used for amateur automobile, kart, and motorcycle racing,
high performance driver education and emergency training for local and federal law
enforcement, as well as foreign service officers who may be posted to dangerous locales

Industrial Sites

Jefferson County is home to a strong and supportive business community that
includes everything from small family owned businesses to large national corporations. The
business community consists of many agricultural, information technology, and manufacturing
companies, as well as government agencies.

The County provides the benefits of a location within the Washington/Baltimore
region without the usual high costs associated with such prime real estate. The Burr Industrial
Park, a 200-acre business complex near Charles Town, offers easy access as well as excellent
industrial. commercial and office sites.

Because of its proximity and easy access to federal entities in Washington, DC,
Jefferson County is particularly attractive to the Biotech and Healthcare industries, as well as
other Federal agencies. In addition, many of Jefferson County’s residents commute to
government installations outside of the County. Some of the government entities located in
Jefferson County are the Department of Interior and US Fish and Wildlife Services, National
Conservation Training Center; National Park Service - Appalachian National Scenic Trail and
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Harpers Ferry Center; US Customs & Border Protection, USDA Appalachian Fruit Research
Station; and, USDI US Geological Survey Leetown Science Center.

The manufacturing industry has deep seated roots in Jefferson County, with a
variety of successtul, long standing establishments including Automated Merchandising Systems
and Burch Wood Products. Other manufacturers are; Ox Paperboard LLC {formerly Halltown
Paperboard), the oldest continuously operating company in West Virginia; DALB, Inc. which
produced all of the interior signage for the Denver Airport, among others; Royal Vendors, Inc.,
whose machines are located around the world in places like Provence, Israel, and Australia; and,
Schonstedt Instruments that manufactured a device that originally assisted in orienting the
Hubble Space Telescope. They have donated more than 277 detection devices to the United
Nations Land Mine Demining Initiative. :

Information Technology companies are also choosing Jefferson County as their
business location because of the location within the Washington DC metro area and the quality
of life offered. The information technology industry in Jefferson County consists of various
telecommunications, web development, consulting firms and a world-class educational
institution that provides online training across the globe. Jefferson County also has a federal
HubZone that provides businesses with a competitive advantage and promotes job growth,
capital investment, and economic development in historically underutilized business zones.

Some of the area’s top farms are found in Jefferson County. These farms produce
and sell fruits and vegetables, poultry, lamb, beef, dairy, and even Christmas trees. In addition,
there are pumpkin patches, farm tours, horse farms, and more.

Source Jefferson County Development Authority
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INDEPENDENT AUDITORS' REPORT ON FINANCIAL STATEMENTS AND SUPPLEMENTAL
INEFORMATION

The Members of the Public Service Board
Jefferson County Public Service District

We have audited the accompanying financial statements of the business-type activities of the Jefferson
County Public Service District (“District”), as of and for the years ended June 30, 2009 and 2008, which
collectively comprise the District's basic financial statements as listed in the table of contents. These
financial statements are the responsibility of the District's management. Our responsibility is to express an
opinion on these financial state ments based on our audits,

We conducted our audits in accordance with auditing standards generally accepted in the United States of
America and the standards applicable to financial audits contained in Government Auditing Standards,
issued by the Comptroller General of the United States. Those standards require that we plan and perform
the audits to obtain reasonable assurance about whether the financial statements are free of material
misstatement. An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting principles used
and significant estimates made by management, as well as evaluating the overall financial statement
presentation. We believe that our audits provide a reasonable basis for our opinion.

in our opinion, the financial statements referred to above present fairly, in all material respects, the financial
position of the business-type activities of the Jefferson County Public Service District as of June 30, 2009
and 2008, and the respective changes in financial position and cash flows for the years then ended, in
conformity with accounting principles generally accepted in the United States of America.

In accordance with Government Auditing Standards, we have aiso issued our report dated December 1,
2009 on our consideration of the District's internal control over financial reporting and our tests of its
compliance with certain provisions of laws, regulations, contracts and grant agreements and other matters.
The purpose of that report is to describe the scope of our testing of internal control over financial reporting
and compliance and the results of that testing and not to provide an opinion on the internal control over
financial reporting or on compliance. That report is an integral part of an audit performed in accordance with
Government Auditing Standards and should be considered in assessing the results of our audit.

The management's discussion and analysis on pages 5 through 9 and the budgetary comparison schedules
on pages 38 through 41 are not a required part of the basic financial statements, but are supplemental
information required by accounting principles generally accepted in the United States of America. We have
applied certain limited procedures, which consisted principally of inquiries of management regarding the
methods and measurement and presentation of required supplemental information. However we did not
audit the information and express no opinion on it. :




Qur audits were conducted for the purpose of forming opinions on the financial statements that collectively
comprise the Jefferson County Public Service District's basic financial statements. The supplemental
information presented on pages 42 and 43 is presented for purposes of additional analysis and is not a
required part of the basic financial statements. This supplemental information has been subjected to the
auditing procedures applied in the audit of the basic financial statements and, in our opinion, is fairly stated
in all material respects in relation to the basic financial statements taken as a whole.

CotFollidaPrice LLP

Martinsburg, WV

December 1, 2009




Jefferson County Public Service District

; MANAGEMENT'S DISCUSSION AND ANALYSIS
For the fiscal year ended June 30, 2009

The management of Jefferson County Public Service District provides the following
information as an introduction, overview and analysis of the District's financial
statements for the year ended June 30, 2009. Readers should also review the basic
financial statements that begin on page 10 to further enhance their understanding of the
District's financial performance.

Overview of the Financial Statements

This dlscussmn and analysis is intended to serve as an introduction to the District's basic
financial statements. This arnual report consists of three parts: Management's
Discussion and Analysis, Financial Statements and Required Suppiementary
Information. The Financial Statements also include notes that expfain in more detail
some of the information in the financial statements,

Financial statements

The Fmancaal Statements of the District report information about the District using
accounting methods similar to those used by private sector companies. These
statements offer shert- and long-term financial information about its activities. :

The Balance Sheet includes all of the District's assets and liabilities and provides
information about the nature and amounts of investments in resources (assets) and
obligations to creditors (liabilities). It also provides the basis for computing the rate of
retumn, evaluating the capital structure of the District and assessing the liquidity and
financial flexibility of the District.

All of the current year's revenues and expenses are accounted for in the Statement of
Revenues, Expenses and Changes in Net Assets. This statement measures the
success of the District's operations over the past year and can be used to determine
whether the District has successfully recovered all its costs through its user fees and
other charges. :

The final required financial statement is the Statement of Cash Flows. The primary
purpose of this statement is to provide information about the District's cash receipts and
cash payments during the reporting period. The statement reporis cash receipts, cash
payments and net changes in cash resulting from operations, investing, and capital and
non capital financing activities and provides answers to such questions as “from where
did cash come?", “for what was cashed used?”, and "what was the change in cash
balance during the reporting period?”

The notes to the basic financial statements provide additional and explanatory data.
They are an integral part of the basic financial statements.




Jefferson County Public Service District

MANAGEMENT S DISCUSSION AND ANALYSIS {Continued)
For the fiscal year ended June 30, 20 09

Financial Analysis of the Districtas a Whole

One of the most important questions asked about the Dis trict's finances is “Is the District,
as a whole, better off or worse off as a result of the year's activities?” The Balance
Sheet, the Statement of Revenue, Expenses and Changes in Net Assets and the
Statement of Cash Flows report information about the District's activities in a way that
will help answer this question. These statements report the net assets of the District and
changes in them. You can think of the District's net assets- the difference between
assets and liabilities- as one way to measure financial health or financial position. Over
time, increases or decreases in the District's net assets are one indicator of whether its
financial health is improving or deteriorating. However, you will need to atso consider
other non-financial factors such as changes in economic conditions, population growth
political leaders, and new or changed legislation.

The net assets may serve over time as a useful indicator of an entity’'s financial position.
In the case of the District, at various times, the District receives infrastructure
improvements from a developer and in return takes over these assets and maintains
them. The District either puts in or has a developer put in the infrastructure, and pays for
it through a developer contribution, current operations or by an issuance of a bond.
These assets are reflected as an asset on the D|stncts books and are depreciated over
the estimated life of the assets.

Below are highlights of the financial statements .
2009 2008

Unrestricted cash $ 510,583 $ 587,574
Restricted cash 780,459 1,251,927
QOther assets _ 2,004,318 2,232,738
Capital assets ' 12,869,053 11,705,805
Total assets ' 16,164,413 . 15,778,044
Current and other liabilities ' 581,359 580,058
Long-term liabilities =~ 6',8‘]9,214 6,322,699
Total liabilities 7400573 6,902,757
Net assets $8,763.840 $8.875.287
Invested in assets, net of debt =~ - . $ 7,507,309 $ 7,093,930
Restricted net assets : 670,992 1,128,355
Unrestricted net assets ' 585,539 6553.002
Total net assets 4 8,763,640 $8.875,287
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Jefferson County Public Service District

MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
For the fiscal year ended June 30, 2009

2009 2008
Revenues -
Sales to customers $ 1,850,714 $ 1,921,763
Qther _ 179,760 236,168
Total revenue ' 2,030,474 2.157.931
Expenses
Operating 1,619,879 1,604,890
Dropped projects 878 10,266
Depreciation & amortization 418,214 389,215
Interest expense 116,196 117,990
Total expenses ' 2,155.167 2,122,361
Net income (loss) before capital contributions { 124,693) 35,570
Capital contributions 13,246 -

Change in net assets $(111.447) S_35.570

The District did not receive contributed capital from dev elopers for the current fiscal year.

The District invested approximately $1.5 million in the current year for improvements of
the sewer system and planning of the Flowing Springs waste water treatment plant, This
investment was financed by the use of the District's restricted assets and issuance of the
bond anticipation note.

The District had an assessment of the water systems. The water systems were found o
be very old, but had received excalient maintenance by District staff. The District was
presented with improvement options, future recommendations, secondary
improvements, and grant funding options. The District will move forward with upgrades
to the system and set up informationai meetings to the affected communities.
Management expects that it will proceed with continuing maintenance and capitai

investment in those systems based on the consultant's recommendations and financial .

resources available. _ )

The District began to experience a slowdown in new customer connections in 2008
which has continued into 2009 and management attributes that deciine to the overall
national siump in the housing industry. The District has also experienced a reduction in
usage by individual customers which is due to more efficient use of water together with
the conservation of water usage. The District expects that the conventional residential
sector wili continue to be slow through this fiscal year, but recovering thereafter.
However, the District expects continued sustained commercial and institutional sector
growth. Overali, the District expects growth in new customer growth and equivalent
domestic units (EDU) to remain '

s
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Jefferson County Public Service District

MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
For the fiscal year ended June 30, 20 09

comparable with prior years. The District believes that the fundamentals of location and
cost in Jefferson County remain favorable, for economic development and expect that
the District's plans for readily available services will position the community for early
economic recovery

The District has become a bulk rate customer for waste being treated at the Charles
Town treatment plant under a PSC final order. The rates have increased as a result of
this change. Charles Town has upgraded their plant to increase the available
wastewater treatment capacity available to the District. The Charies Town assets
purchased by the District has been moved from Utility plant in service to Other assets.

The District entered intoc a Bond Anticipation Note to help pay for the professional fees
related to the Flowing Springs Waste Water Treatment Plant. Thrs note will be paid off
when permanent financing is secured for the project.

As previously noted, the slump in the economy has affected the revenue generated by
the District. The drop in operating revenue accounts for most of the decline in income
from the prior year's net income. The District has proposed a 8.6% rate increase to
assist in the operating revenues needed for the operations of the District and to meet the
hond requirements.

The District is operating under an interstate environmental compact that commits West
Virginia to play a role restoring water quality in the Chesapeake Bay. The new operating
environment has required that the District find and implement unconventional solutions
for emerging issues. The District has requested and received a Capital Assurance Fee
(to insure capacity) and a Capital improvement Fee (to pay for capacity) from the PSC,

The District has increased the number of customers by less than 1%.
Budgetary Highlights

Over the course of the year, the District approved one amendment to the Sewer
Department mid-year decreasing revenue for reduced usage of about $128,000 and a
decrease in expenses mainly due to the decrease of treatment costs by $50,000.
Several accounts were over budget, and those expenditures were approved by the
board. Overall, the actual expenses were within approximately 2% of the amended
budget amount; however, even with the reduction of budgeted revenue, the District was
short on the revenue estimate by $100,000, approximately 5% under the amended
budgeted amount. :




Jefferson County Public Service District

MANAGEMENT'S DISCUSSION AND ANALYSIS (Continued)
For the fiscal year ended June 30, 20 09

Capital Assets and Debt Administration

At the end of the current fiscal year, the District's Sewer Department had outstanding

debt of $7,192,819. The District's debt has increased by $521,053 during the current
year- This increase was the result of an issuance of a note payable of $750,000 to pay
for professional fees related to the Flowing Springs Waste Water Treatment Plant. The
debt was decreased by the principal payments on debt of $228,947. '

Many debt obligations require debt coverage (revenues over operating expenses) to be
more than 115% of the debt obligation. For the current fiscal year debt coverage was
only 109% mainly due {o the lack of revenue as discus sed earlier. '

Economic Factors

The fong-term trend of increasing numbers of residences and businesses in Jefferson -

County has resulted in the increase in demand on the Charles Town wastewater facility
which is used by the customers of the District. The District is a bulk customer of Charles
Town. The District has submitted and has received preliminary approval through the
West Virginia Infrastructure and Jobs Development Council a loan commitment from
West Virginia Department of Environmental Protection from the West Virginia State
Revolving Fund of $24.5 million for the construction of a Flowing Springs wastewater
treatment plant which will remove some of the burden on the Charles Town Wastewater
treatment plant.

Jefferson County watersheds all drain direclly into either the Potomac or the
Shenandoah rivers and are part of the headwaters of the Chesapeake Bay. Emerging
requirements for protecting and recovering water quality in the Bay will require all
sources of nutrients to reduce contributions of nitrogen and phosphorus by 30-40% and
to maintain a cap load allocation for the future. These environmental clean-up
obligations will increase capital and operational costs to utilities and ultimately to rate
payers. The District is already planning for compliance with Chesapeake Bay standards
and all new facilities currently planned will meet or exceed projected water quality
requirements.




Jefferson County Public Service District

BALANCE SHEETS

June 30, 2009 and 2008

ASSETS
2008
Memorandum
Water Sewer 2009 Only
_ Department  Department Total Total
CURRENT ASSETS '
Cash $ 128,143 $ 382,440 $ 510,583 % 587,574
Accounts receivable, net of allowance ' :
for doubtful accounts of $10,000 2,058 86,639 88,697 85,834
Accounts receivable - other - 392 392 5,850
Accrued utility revenue 4,555 153,266 157,821 146,929
Prepaid expenses and deposits - 9,247 9,247 28,508
Total current assets 134,756 631,084 766,740 854,795
RESTRICTED CASH ' o 3,674 776,785 780,459 1,251,927
CAPITAL ASSETS
Land and land rights 2,066 917.885 919,951 919,951
Construction work in progress - 1,114,762 1,114,762 71,035
Utility plant in service 174,643 14,836,223 15,010,866 14,583,089
Less accumulated depreciation {51,386} {4,125,140) (4,176,526) (3,868,270)
OTHER ASSETS |
Unamortized debt issue expense, net of
accumulated amortization of $162,571
and $148,385, respectively : - 270,736 270,736 284,922
Future utility plant preliminary survey and
design charges 157,482 306,750 464,232 598,981
Due from other funds - 12,482 12,482 12,482
Other assets - capacity upgrades, net of
accumulated amortization of $225,226
and $156,804, respectively - 1,000,711 1,000,711 1,069,132
Total other assets 157,482 1,590,679 1,748,161 1,965,517
Total assets $ 421235 $ 15,743,178 $ 16,164,413 3§ 15,778.044

The accompanying notes are an integral' part of this statement.
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Jefferson County Public Service District

BALANCE SHEETS (Continued)

June 30, 2009 and 2008

LIABILITIES
2008
Memorandum
Water Sewer 2009 Only
Department Department Total Total
CURRENT LIABILITIES {payabie from current
assets)
Accounts payable $ 1,087 § 166,321 167,408 $ 172,486
Accrued taxes and expenses - 11,373 11,373 29,307
Total current liabilities (payable from .
current assets) 1,087 177,694 178,781 201,793
CURRENT LIABILITIES (payable from
restricted cash)
Revenue bonds payable
(due within one year) - 267,365 267,365 228,947
Accrued interest payable - 25,748 25,746 25,746
Customer deposits 2,354 107,113 109,467 117,937
Capital improvement fees - - - 5,635
Total current liabilities {payabie from PR
restricted cash) 2,354 400,224 402,578 378,265
LONG-TERM LIABILITIES |
Due to other funds 12,482 - 12,482 12,482
Revenue bonds payable - 6,175,454 6,175,454 6,442,819
Notes payable 145,000 750,000 895,000 145,000
Deferred ioss on bond refinancing, net '
of accumulated amortization of $138,802
and $124,922, respectively o (263,722) (263,722) (277,602)
Total |0ng-term habmt!es ) 157,482 6,661 ,732 6.819.214 6.322,699
Total Iiabilities. 160,923 7,239,650 7,400,573 6,902,757
NET ASSETS
NET ASSETS .
Invested in capital assets, net of related debt 137,805 7.369,504 7,507,309 7.093,930
Restricted for debt and construction 1,320 669,672 670,992 1,128,355
Unrestricted 121,187 464,352 585,539 653,002
Total net assets 260,312 8,503,528 8,763,840 8.875,287
Total liabilities and net assets $ 421235 3 15743,178 $ 16,164,413 § 15778.044

The accompanying notes are an integral part of this statement.
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Jefferson Caunty Public Service District
STATEMENTS OF REVENUES, EXPENSES AND CHANGES IN NET ASSETS

For the years ended June 30, 2009 and 2008

2008
Memorandum
Water Sewer 2009 Only
Depariment  Department Total Total
OPERATING REVENUES _
Sales to general customers $ 48,986 $ 1,801,728 § 1,850,714 § 1,921,763
Customers’ forfeited discounts :
and penalties 1,212 49,260 50,472 58,605
Miscellaneous revenues 174 76,496 76,670 94,642 ;
Total operating revenues 50,372 © 1.927 484 1,977,856 2,075,010 1
OPERATING REVENUE DEDUCTICNS
BEFORE DEPRECIATION _ '
Operating expenses 41,639 1,578.240 1,619,879 1,604,890
Operating income before depreciation 8,733 349,244 357,977 470,120
DEPRECIATION 5,172 330,434 335606  308.006
Operating income : 3,561 18.810 22,371 162,114
NON-OPERATING INCOME (EXPENSE) . g .
Interest income ' 826 10,355 11,181 42,903
Gain (loss) on disposal of assets - 25 25 (1,394)
Interest expense (9 (116,187) (116,196) {117,990)
Amortization of debl issue expense and other :

. assets - treatment piant upgrades _ - (82,608) (82,608) {81,209)
Loss due to dropped projects - (878) (878) (10,266)
Miscellaneous nion-operating revenues - 41.412 _ __41,412 . 41,412

Total non-operating income {expense) _ 817 {147,881) (147,064) (126,544)
_Increase (decrease) in net assets ;
before capital contributions 4,378 (129.071) {124,693) 35,570
CAPITAL CONTRIBUTIONS - 13.246 13,246 -
Increase (decrease) in net assets 4,378 {115,825) (111,447) 35,570
Net assets at beginning of year 255,834 8.619.353 8,875,287 8,830,717
Net assets at end of year 3 260,312 § 8,503.528 § 8,763,840 % 8.875.287

The accompanying netes are an integral part of this statement.
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Jefferson County Public Service District
STATEMENTS OF CASH FLOWS

For the years ended June 30, 2009 and 2008

2008
Memorandum
Water Sewer 2009 Oniy
Department Depariment - ~ Total Total
CASH FLOWS FROM OPERATING ACTIVITIES :
Cash received from customers $ 49771 § 1,919,887 $ 1,969,658 % 2,097,447
Cash payments for goods and services {43,783) {1.084,687) {1,128,470) (1,055,457)
Cash payments for employee services - (513.838) {513,938) {478.073)
Net cash flows provided by operating activities 5,988 321,262 _327,250 563,917
CASH FLOWS FROM INVESTING ACTIVITIES _
Interest received 826 10,355 11,181 42,903
CASH FLOWS FROM CAPITAL AND RELATED
FINANCING ACTIVITIES _ _
-Expenditures for utility plant and other assets {38,888) . (363,180) {402,078) (200,348)
Increase (decrease} in customer deposits {291) (8.179) (8,470) 182
Capital improvement fees collected - 50,437 50,437 100,303
Capital improvement fees transferred to joinl account - (42,826) (42,826) (96,922)
Principal payment on debt - bond - (228,947) {228,947} : (195,529)
Principal payment on debt - notes ' - : - - (5.760)
Credits on treaiment upgrade bonds - 41,412 41,412 41,412
Proceeds from bonds payable - - - 649,073
Proceeds from notes payable - 750.000 750,000 -
Interest paid on bonds and notes ) (9 (102,307) {102,316) (104,728}
Developer payables . - - - ' (256,829}
Construction work in progress capital expendilures - (772,011) {772,011) -
Increase in preliminary surveys - {172,091) (172,091) (76,012)
Payment of bond issuance costs. - - - . (41,453)
Net cash (used in} capital and related financing 1_
activities (39,188) {(847,702) {886,890) {186,609)
Net increase (decrease) in cash (32.374) (516.085) {548,459) 420,211
CASH AND CASH EQUIVALENTS BEGINNING :
‘OF YEAR ' ) 164,191 1,675,310 1,839,501 1,419,280

CASH AND CASH EQUIVALENTS END OF YEAR  § _131817 § _ 1,159,225 $ 1,291,042 § __1.839,501

RECONCILIATION OF OPERATING INCOME TO NET CASH
FLOWS FROM OPERATING ACTIVITIES

Operating income $ 3,561 % 18,810 % 22371 % 162.114

Depreciation 5172 330,434 335,606 308,008
Adjustments for changes in operaling assets : _ !
and liabilities .
Increase in operating assets (601) {7.118) (7.717) {2.125) :

Increase (decrease) in operating liabilities {2,144) {20.866) (23,010) 95,922

Net cash provided by operaling activities $ 50888 % 321.262 % 327,250 % 563,917

The accompanying notes are an integral part of this statement.
. 13 :




- Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS

June 30, 2009 and 2008
GENERAL

Jefferson County Public Service District (“District”) is a pubfic corporation created by the Jefferson County
Commission on December 1, 1983, for the purpose of operating a public utility by previding water and sewer
services to customers in its franchise area in Jefferson County. The District is governed by a board of directors
who are appointed by the Jefferson County Commission.

The territory embraced by the District consists of all land within the boundaries of Jefferson County, exciuding
sewage authorities within incorporated municipalities and any other public service districts properly authorized g
and existing within the county.

Reporting Entity

For financial reporting purposes, the District is considered an independent reporting entity. The basic criteria for
defi ining the District as an independent reporting entity is the District's financial independence, accountablllty for
fiscal matters, significant influence on operations and ability to designate management

For purposes of fegulation by the West Virginia Public Service Commission and as required by its revenue bond
issues, water and sewer departments are maintained as separate entities with separate books of account.

The District purchased two privaie water systems, Glen Haven Utilities, Inc. and Cavaland South Water Service
in 1994 for $5,010. The assets were recorded by Jefferson County Public Service District at net book value
since fair market value was not available. Financial data of these water systems are shown in the f“ nancnal
statements under the columnar heading of water department. :

The District is also showing the potential Blue Ridge Water Project under the columnar heading of water
department. (See more details in the note payable and deferred cost of system design notes).

SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES

The financial statements of the District are prepared in accordance with Generally Accepted Accounting
Principles (GAAP). As a proprietary fund type, the District applies all Financial Accounting Standards Board
(FASB) pronouncements and Accounting Principles Board (APB) opinions issued on or before November 30,
1989, unless those pronouncements conflict with or contradict Governmental Accounting Standards Board
(GASB) pronouncements, in which case, GASB prevails.

Financial Reporting Entity

The District complies with GASB Statement No. 14, “The Financial Reporting Entity.”  This statement 8
establishes standards for defining and reporting on the financial reporting entity. It defines component units as
legally separate organizations for which the officials of the primary government are financially accountable and
other organizations for which the nature and significance of their relationship with a primary government are
such that exclusion would cause the reporling entity's financial statementis to be misleading or mcomplete
Based on the criteria, there are no component units to include in the District's ﬁnanmal statements.
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008
SUMMARY OF SIGNIFICANT ACCOUNTING PRINCIPLES (Continued)

T

Basis of Presentation

Accounts of the District are organized on the basis of fund accounting under one fund, an enterprise fund.
Enterprise funds are proprietary funds used to account for business-like activities provided to the general public.
These activities are financed primarily by user charges and the measurement of financial activity focuses on net
income measurement similar to the private sector.

Measurement Focus and Basis of Accounting

Measurement focus is a term used to describe which transactions are recorded within the various financial
statements. Basis of accounting refers to when transactions are recorded regardless of the measurement focus
applied.

The proprietary funds utilize an “economic resources” measurement focus. The accounting objectives of this
measurement focus are the determination of operating income, changes in net assets {(or cost recovery),
financial position, and cash flows. All assets and liabilities {(whether current or non-current) associated with their
activities are reported. Proprietary fund equity is classified as net assets.

All proprietary funds utilize the accrual basis of accounting. Under the accrual basis of accounting, revenues are
recognized when earned and expenses are recorded when the liability is incurred or economic asset used,
except for the immaterial modification concerning inventories listed in the notes.

Proprietary funds distinguish operating revenues and expenses from non-operating items. Operating revenues
and expenses generally result from providing services in connection with a proprietary fund's principal ongoing
operations. The principal operating revenues of the District's enterprise funds are charges to customers for
sales and service. Operating expenses for enterprise funds include the cost of sales and services, adminisirative
expenses, and depreciation on capital assets. All revenues and expenses not meeting this definition are
reported as non-operating revenues and expenses.

Assets, Liabilities and Net Assets

The reserve method is used to provide for possible losses in the collection of customer's accounts receivable.

The District bills customers each month for the prior month's usage. Therefore, accrued utility revenue
represents one month's revenues earned but not billed at June 30, 2009 and 2008, "

Inventory of materials and supplies are not recorded on the balance sheel. Materials and supplies are expensed
when purchased.

Restricted cash held in trust under trust indentures is stated at cost.

It is the District's policy to first use restricted assets when available and then use general revenues to finance
projects and expenses. ‘
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Jefferson County Public Service District
NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008
SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)

Assets, Liabilities and Net Assets (Continued)

Utility plant purchased is stated at cost at the date of acquisition. Donated assets, principally sewer lines and
land, are recorded at an amount which approximates the donor's cost and are recorded as capital contributions.
Depreciation is provided on the straight-line method at various rates calculated to allocate the costs of the
respective items over their estimated usefui lives ranging from 3 to 50 years. Interest paid on loans obtained for
construction of plant facilities is capitalized when material. There was no capitalized interest for the years ended
June 30, 2009 or 2008. Maintenance and repairs are charged to expense as incurred; major renewais and
betterments are capitalized. When items of property or equipment are sold or retired, the related cost and
accumulated depreciation are removed from the accounts and any gain or loss is included in income.

Maijor classifications of utility plant of the District and their respective useful lives at June 30, 2009 and 2008, are
summarized below:

Sewer Department

Classification Useful Lives
Collection mains and services 50 years
Transmission mains 50 years
Gravity mains 50 years
Force mains : 50 years
Flow meters 50 years
Electric pumping equipment - 20-50 years
Transportation equipment ' 5 years
Communication equipment 5-7 years
Furniture and office equipment © 3-7vyears

Water Department

Classification Useful Lives
Structures and improvements 20-40 years
Supply mains 40 years
Pump equipment 10-40 years
Transmission and distribution lines 10-40 years
Services and meters 10-40 years
Hydrants 30 years

Construction work in progress represents costs for projects that were not completed at year end.
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued) : >

Assets, Liabilities and Net Assets (Continued)

Compensated Absences »

it is the District’s policy to permit employees to accumulate earned but unused vacation and sick pay benefits.
Employees may, depending on level and iength of service, be paid for various amounts of their total accrued
vacation upon termination or retirement. Accrued sick pay is not paid upon termination. The District accrues a

“liability for unused vacation hours that meets the criteria for payment at the eligible employees’ current rates of ' E
pay plus retirement benefits and employment taxes. The accrual for compensated absences was $11,371 and
$8,619 at June 30, 2009 and 2008, respectively.

Long-term QObligations

Long-term debt and other long-term obligations are reported as fiabilities in the District’s balance sheet. Debt
issuance expense is reported as “other assets” and amortized over the term of the related bond issues using the

- straight line method.

Amortization of the deferred loss on bond refinancing is calculated by the straight-line method over the terms of
the Series 1998A Revenue Bond and is reflected as an increase to interest expense.

Equity Classifications
Equity is classified as net assets and displayed in three components:

a. Invested in capital assets, net of related debt-Consists of capital assets including restricted capital assets,
net of accumulated depreciation and reduced by the outstanding balances of any bonds, notes, or other
borrowings that are attributable to the acquisition, construction or improvement of those assets.

b. Restricted net assets-Consists of net assets with constraints placed on the use either by (1) external
groups such as creditors, grantors, contributors, or laws or regulations of other governments; or (2) law
through constitutional pravisions or enabling legislation.

C. Unrestricted net assets — All other net assets thaf do not meet the definition of “restricted” or “invested in
capital assets, net of related debt.”

Statement of Cash Flows

For purposes of the statement of cash flows, the District considers all highly liquid investments, including
restricted assets, with a maturity of three months or less when purchased to be cash equivalents.
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Jefferson County Public Service District
NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008

SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES (Continued)
Assets, Liabilities and Net Assets (Continued)

Budget

in accordance with West Virginia Code, Management shall prepare and submit to the Board a tentative budget.
Such tentative budget shall be considered by the Board and, subject to any revisions or amendments that may
be determined by the Board, shall be adopted as the budget for the ensuing fiscal year. No expenditures for
operation and maintenance expenses in excess of the budget shall be made during such fiscal year unless
unanimously authorized and directed by the Board.

Use of Estimates

The preparation of financial statements in conformity with generaily accepted accounting principles requires .
management to make estimates and assumptions that affect the reported amounts of assets and liabilities and I
disclosure of contingent assets and liabilities at the date of the financial statements and the reported amounts of ‘
revenues and expenditures/expenses during the reporting period. Actual results could differ from those 4

estimates.

CASH AND TEMPORARY INVESTMENTS

Cash and temporary investments consisted of the following accounts and amounts at June 30, 2009 and 2008:

2008

y 2009 Memorandum |

Water Sewer - Total Only Total :

Revenue $ - S 244734 $ 244734 $ 305,469 J
Petty cash . _ - 700 7060 700
QOperations and maintenance 128,143 - 128,143 160,181
Future needs - 137,006 137,006 121,224
Total $ 128,143 % 382,440 $§ 510,583 3 587,574

The revenue fund is a restricted account in accordance with provisions of the revenue bond resolutions;
however, these funds are generally available for the operations of the District.
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Jefferson County Public Service District
'NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008

RESTRICTED CASH AND RESERVES

Restricted cash and reserves consisted of the following accounts and amounts at June 30, 2009 and 2008:

2008 :

2009 Memorandum !

Water Sewer Total Only Total

Debt service revenue $ - 3 145,765 § 145,765 §$ 487,528 ‘
Debt service reserve - - 442,505 442,505 426,733 ?
Renewal and Replacement - 55,335 55,335 184,917
Capital improvemeént Fee . 21,630 21,630 14,459
Customer Deposits 3.674 111,550 115,224 138,290 5
Total - $ 3674 % 776,785 $ 780,450 § 1,251,927

The debt service revenue and related reserve includes funds on deposit with the West Virginia Municipal Bond

Commission as trustee under the various revenue bond indentures and proceeds from bond issues. The Trust
- indentures require the trustee to establish various special purpose trust fund accounts, make periodic transfers

to and between funds, maintain them at a specified level and/or disburse funds from them in accordance with
- the specific terms of the indentures.

The renewal and replacement funds are under the control and custody of the District as trustee in accordance
with provisions. of the revenue bond indentures. The renewal and replacement fund represents funds on deposit
for the purpose of making repairs and replacements -

The capital rmprovement fee funds by order of the Public Service Commission of West Virginia dated March 28,
2005, are to be used only for the purpose of improving the Charles Town treatment facilities and are to be held
in a joint account by the District, the City of Ranson, and the City of Charles Town. All three governments are to
share in the responsibility of establishing the account and collecting the appropriate fees.  As of June 30, 2006,
a joint account had been established and the District was deposiling capital improvement fees collected into the
joint account within the required period of (30} Thirty days from collection without interest. The balance in the
District's cash account at June 30, 2009 and 2008, respectively is the interest eamed on the account and the
fees coilected but not yet transferred to the joint account.

The Dustnct also has a liability on the books for capitat improvement fees collected but not yet transferred to the
joint account. The balance left as of June 30, 2009 and 2008 respectively were transferred after June 30, 2009
and 2008 respectively. This amount is reflected in the balance sheet as a current liability payable from restricted
cash.

The customer deposits fund represents funds on deposit with a financial institution as required by the Public -

Service Commission of West Virginia. These funds are returned to customers upon twelve consecutive timely
service payments or upon termination of service.
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008

DEPOSITS AND INVESTMENTS

R B A T e e T T R

At June 30, 2009, the District’s cash and investment balances were as follows:

(IR 3 S

T

Investment Type Maturities Fair Value
Repurchase Agreements Various $ 591,963
State Investment Pool Average of 90 days 559,907 .
Total investments 1,151,870 :
Cash : 139,172
Total Cash and Investments $ _1291,042

" Interest Rate Risk _ : o ST é

The District does not have a formal investment policy that limits investment maturities as a means of managing
its expasure to fair value changes arising from changing interest rates,

Credit Risk

State statutes authorize the government to invest in the State Investment Pool or the Muriicipal Bond

+ - Commission or to invest such funds in the following classes of securities: : Obligations of the United States or
any agency thereof, certificates of deposit (which mature in less than one year), general and direct obligations of
the state of West Virginia, obligations of the federal mortgage association, indebtedness secured by first lien
deeds of trust for property situated within this state if the payment is substantially insured or guaranteed by the
federal government, pooled mortgage trusts (subject to limitations), indebtedness of any private corporation that
is properly graded as in the top two or three highest rating- grades, interest eaming deposits which are fully
insured or collateralized, and mutual funds registered with S.E.C. which have fund assets over three hundred
million dollars. The District has no invesiment policy that would further fimit its investment choices.

Concentration Credit Risk

- The District does not have a formal investment policy that limits its investments in any one |ssuer

GAAP requires disclosure when any one issuer is 5% or more of the investment portfolio. The mvestment in the :
repurchase agreements, with it's underlying securities being Federal Home Loan Bank and Fannie Mae ;
mortgage loans of 51%, and investments in the state investment pool of 49% of the investment portfolio. These
types of investments are within: state statutes as listed under credit risk, therefore. this is not viewed as an
additionai risk by the District.
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Jefferson County Public Service District
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2009 and 2008

DEPOSITS AND INVESTMENTS (Continued)

A R B A e 27 B BT E VT 5 5 ety B e e e e s

Custodial Credit Risk-Deposits and Investments (excluding investments at the West Virginia Municipal
Bond Commission)

R R P e e S g

Custodial credit risk is the risk that in the event of a bank or counter party failure, the District will not be able to
recover the value of its deposits, investments or collateral securities that are in possession of an outside party.
The District does not have a formal deposit policy for custodial credit risk. As of June 30, 2009, §354,583 of the '
District's bank balance of $743,668 was exposed to custodial credit risk. $389,085 of the bank balance was
covered by Federal Deposit insurance (FDIC) and $354,583 was collateralized with securities held by the
pledging financial institution's trust department or agent but not in the District’s name.

In fiscal years ended June 30, 2009 and 2008, the District has a repurchase agreement with a local financial
institution for the investment of excess funds in all of the District's accounts held at that institution. Under the
- repurchase agreement, all collected balances in the account at the end of each day are automatically withdrawn
and used to purchase an investment under the repurchase agreement. The repurchase agreement states that
the securities purchased will be U.S. Government or Agency Securities or Mortgage Backed Securities. The
securities will not be identified as the District's specific property, nor will they be delivered to the District and
during any trading day, the District's securities are commingled with the bank's own securities, and may be
-subject to liens granted by the bank to third parties. The repurchase agreement also states that the purchased .
interest in underlying securities is not considered a deposit and therefore not insured by the FDIC, the United
States Government or Agency thereof, or any other. The market value of the investments approximates cost at

~ June 30. 2009 and 2008.

21




Jefferson County Public Service District
NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2009 and 2008

CAPITAL ASSETS

Capital assets activity for the year ended June 30, 2008 was as follows:

Sewer Department

22

Balance at Balance at
July 01, 2007 Addiions Retirements June 30, 2008
Capital assets not being depreciated:
Land and land rights, restated $ 917,885 $ - $ - $ 917,885
Construction work in progress 98,390 - 27,355 71,035
Total capital assets not being : _
depreciated - sewer 1,016,275 - 27,355 988,920
Capital assets being depreciated:
Collection mains and services 10,359,465 447,376 - 10,806,841
Transmission mains ' 240,858 - < 240,858
Gravity mains 64,865 - - 64.865
Force mains 1,118,426 - - 1,118,426
‘Flow meters 13,187 - - 13,187
Electric pumping equipment 1,973,874 41,249 1,621 2,013,502
Transportation equipment 106,366 9,012 34,798 80,580
Communication equipment 4,542 528 - 5,070
Furniture and office equipment 104,254 - 600 850 104,004
Total capital assets being - '
depreciated - sewer 13,985,837 498,765 37,269 14,447,333
Less Accumulated Depreciation — Sewer Department
Balance at Balance at
July 01, 2007 Additions Retirements June_ 30, 2008
Collection mains and services 2,269,195 207,363 - 2,476,558
Transmission mains 83,727 4,817 - 88,544
Gravity mains 16,215 1,297 - 17,512
Force mains 385,428 22,369 - 407,797
Flow meters 3,406 264 - 3,670
Electric pumping equipment 621,956 49,192 282 670,866
Transportation equipment 86,610 13,634 34,798 65,446
Communication equipment 2,446 914 - 3,360
Furniture and office equipment 85,508 3,590 785 88,303
Total accumulated depreciation 3,554,491 303,440 35.875 3,822,056
Total capital assets being
depreciated_ net - sewer 10,431 346 195,325 1,394 10,625,277
Net capital assets - sewer $ 11447621 § 195325 § 28,749 § 11614197




Jefferson County Pubtic Service District
NOTES TO FINANCIAL STATEMENTS (Continued)

June 3.0, 2009 and 2008

CAPITAL ASSETS (Continued) : : ' ‘ S | 1
Water Department

Balance at Balance at
July 01, 2007 Additions Retirements June 30, 2008

Capital assets not being depreciated:

Land and fand rights $ 2,066 $ - $ - $ 2,066
Capital assets being depreciated:

* Structures and improvements _ 35,953 - - 35,953
Supply mains 1,240 - - 1,240

: Wells and springs 4,856 5,093 - 9,949
Pump equipment 17,030 1,205 - . .18,235
Transmission and distribution fines 58,317 - - o 58,317
Services and meters 8,676 3,264 - 11,940
Hydrants 122 - - 122

Total capital assets being = :

depreciated - water 126,194 9,562 - 135,756

Less Accumulated Depreciation-— Water Department

Balance at ' Balance at
July 01, 2007 Additions Retirements ~  June 30, 2008
Structures and improvements 12,670 1,152 - 13,822
Supply mains 403 31 - 434
Wells and springs - 127 - 127
Pump equipment 7,190 1,253 - 8,443
Transmission and distribution lines 16,450 1,749 - 18,199
Services and meters 4 878 249 - 5,127
Hydrants _ 57 5 - ' 62
Total accumulated depreciation 41,648 4,566 - 46,214
Total capital assets being

depreciated, net - water 84,546 4,996 - 89,542

"~ Net capital assets - water S 86612 % 4096 % - $ 91,608
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2009 and 2008

CAPITAL ASSETS (Continued)

Capital assets activity for the year ended June 30, 2009 was as follows:

Sewer Department

Capital assets not being depreciated:

Land and land rights
Construction work in progress

Total capital assets not being

‘depreciated - sewer

Capital assets being depreciated:

‘Collection mains and services

Transmission mains

Gravity mains

Force mains

Flow meters

Electric pumping equipment

Transportaticn equipment

Communication equipment

Furniture and office equipment

Total capital assets being

depreciated - sewer

¥

Less Accumulated Depreciation — Sewer Department

Collection mains and services
- Transmission mains

Gravity mains

Force mains

Flow meters

Electric pumping equipment

Transportation equipment

Communication equipment

Furniture and office equipment

Total accumulated depreciation

Total capital assets being
depreciated, net - sewer

Net capital assets - sewer

$

Bailance at Balance at
July 01, 2008 Additions Retirements June 30, 2009
917,885 §% - $ - % 917,885
71,035 1,043,727 - 1,114,762
988,920 1,043,727 - 2.032,647
10,806,841 13,605 - 10,820,446
240,858 - - 240,858
64,865 - - 64,865
1,118,426 28,650 - 1,147,076
13,187 - - ] 13,187
2,013,502 192,580 - 2,206,082
80,580 22,430 22,800 80,210
5,070 21,343 3,540 22,873
104,004 136,510 1,888 238,626
14,447 333 415,118 28,228 14,834,223
Balance at o Balénce_at
July 01, 2008 Additions Retirements June 30, 2008
2,476,558 216,284 - 2,692,842
88,544 4817 - 03,361
17.512 1,297 - 18,809
407,797 22,511 - 430,308
3,670 264 - 3,934
670,866 58.800 - 729,766
- 65,446 11,804 22,800 54,450
3.360 3,083 2.844 3,599
88,303 11,474 1,706 98,071
3,822,056 330,434 27.350 4,125,140
10,625,277 84 684 878 10,709,083
11,614,197 § 1128411 & B78 § 12,741,730
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008

CAPITAL ASSETS (Continued)
Water Department

Balance at . Baiance at
July 01, 2008 Additions Retirements June 30, 2009

Capital assets not being depreciated:
Land and land rights $ 2,066 $ - $ - $ 2,066

Capital assets being depreciated:

Structures and improvements 35,953 38,329 - 74,282
Supply mains 1,240 - , - 1,240
Wells and springs G949 : - - 9,949
Pump equipment ' 18,235 - - ' 18,235
Transmission and distribution lines . 58,317 - - - 58,317
Services and meters ‘ 11.940 558 - 12,498
Hydrants e _ ' 122 - - : - 122

Total capital assets being :
depreciated - water 135,756 38,887 fe 174,643

Less Accumutated Depreciation - Water Department

Balance at T ' Balance at
July 01, 2008 Additions Retirements ' June 30, 2009
Structures and improvements | . 13,822 1,795 o 15,617
Supply mains 434 -3 - 465
Wells and springs 127 255 - . 382
Pump equipment 8,443 1,016 - - 9459
Transmission and distribution lines 18,199 : 1,749 - 19,948
Services and meters - 5,127 c 322 - 5,449
Hydrants 62 4 - 66 f
Total accumuiated depreciation 46.214 5,172 - 51,386 1
Total capital assets being '
depreciated. net - water 89,542 33.715 - 123,257
Net capital assets - water % 91.608 $ 33,715 § - $ 126,323
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued) o
June 30, 2009 and 2008

CONSTRUCTION WORK IN PROGRESS

Construction work in progress is made up of the following at June 30, 2009:

Flowing Springs Sewer Treatment Plant $ 1,037,245
Norborne Glebe Project : 9,689
Sheridan Project 8,403
0Old Standard 27,582
Wormald/Beallair Project 15,934
Spruce Hill North Project 14,740

Jefferson Crossing Il 1,169

$ 1114762

The District is in the pianning phase of construction of the Flowing Springs waste water treatment plant. The
District estimated the cost of the 1 million gallons a day treatment plant o be approximately $26.5 million. _Thé
District is planning to finance this project with West Virginia Department of Environmental Protection bonds in
the amount of $25.5 million at 0% interest for thirty years with a 1/2% administration fee. The District aiso
received a §1 million funding comment from the Jefferson County Development Authority. Through fiscal year
ended June 30, 2009 the District has invested $1,037,245 in engineering fees and other professional services
that were financed through a Bond Anticipation Note payable of $750,000 and operations.

The Norborne Glebe Project is an alternate main fine extension that will service the Norborne Glebe subdivision.
The project will service approximately 602 homes, of which 60 homes are currently on the billing system. This
project is being built by the developer and upon completion will be turned over to the District, at which time the
estimated total cost of the project will be recorded on the District's books as utility plant and capital contributions.
Phase | was turned over to the District in September 2005. This is reflected in capital contributions and utility
plant in the year ended June 30, 2006. The estimated date of completion for the remainder of the project is

2015 with an estimated total cost of $500,000 (unaudited).

The District has an alternate main line extension agreement for the Sheridan development and four separate
. agreements for the associated Old Standard wastewater treatment plant. The agreements are; real estate :

purchase agreement, leaseback agreement, o & m agreement and an asset purchase agreement. The reai

estate purchase agreement and leaseback agreement stages have already taken place and the plant is currently

constructed and serving the homes of Sheridan. It has not been tumed over to the District from the developer as

there is still smail debt on the plant. The homes in Sheridan are customers of the developer unfil they tumn the

plant over to the District.

The Old Standard wastewater treatment plant is serving the customers from the Sheridan development. )
Customers are now residing at the Sheridan development. The developer deeded approximately 2.5 acres to
the District for a treatment plant in September 2004. Fiscal year ended June 30, 2005 was retroactively restated

to reflect this as a prior period adjustment in capital contributions and utility plant. This treatment plant is being

built by the developer and eventually will be turned over to the District for $1, at which time the estimated total

cost of the plant will be recorded on the District's books as utility plant and capital contributions. The total
estimated cost is approximately $1,500,000 (unaudited), but in the future the total cost is estimated to be
approximately $4,500,000 (unaudited) as customers come on line.
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008 :
CONSTRUCTION WORK IN PROGRESS (Continued)

The WormaldlBeaIlatr Project is an alternate mainline extension that will service the Wormald/Bealiair
subdivision. The project will service approximately 400 homes, of which 2 are currently online; however, homes
in which a commitment letter has not been executed timely, a flat monthly rate is being billed. This project is
being built by the developer and upon completion will be turmed over to the District for $1, at which time the
estimated total cost of the project will be recorded on the District's books as utility plant and capital contributions.
The estimated cost is currently unavailable. The District has accepted 1 pump station and lines for 1-49.

The Spruce Hill North Project is an alternate mainline extension that will service the Spruce Hill North
subdivision. The project will service approximately 130 homes, of which 5 are currently on the billing system.
This project is being built by the developer and upon completion will be turned over to the District, at which time
the estimated total cost of the project will be recorded on the District's books as utility plant and capital
contributions. The total estimated cost is approximately $100,000 (unaudited).

The Jefferson Crossing Il project is a business area consisting of two (2) office buildings, two (2) strip malls, one
(1) gas station, (1) car wash and two (2) restaurants currently online, with possible expansion occurring in future
years. This will be turned over to the District in the future, at which time the estimated total cost of the project
will be recorded on the District's books. The estimated cost is currently unavailable.

OTHER ASSETS

Future Utility Plant Preliminary Survey and Design Charges

These charges represent engineering, legal, accounting and other incidental costs incurred for the acquisition
and or development of future sewer and water systems.

Other Assets-Capacity Upgrades

The District's contribution to the Charles Town wastewater treatment plant upgrade is being amortized over the
remaining life (25 years) of the associated bonds. The carrying amount of this asset, net of amortization at June
30, 2009 and 2008 is $928,020 and $972,212, respectively. (See details on reclassification in Sewer Service
Agreement note),
During fiscal year ending June 30, 2008 the District purchased capacity related to a pump station from the 3
Municipality of Ranson in the amount of $121,151. The District believes it will only need that capacity for about
five years. The carrying amount of this asset, net of amortization at June 30, 2009 is $72,691.
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008 |
REVENUE BONDS PAYABLE 2009 2008

The District was obligated under trust indentures with respect to the following sewer revenue bonds outstanding
. at June 30, 2009 and 2008: - :

Series - 1988 B sewer revenue bonds, original face value

.of $425,767, payable in annuai installments, with principal

beginning in 1990 at $10,917 at 0% interest and conciuding : .

October 10, 2028. $ 218,344 § 229,261

Series - 1993 A sewer revenue bonds, original face value _ ;
of $971,000, payable in quarterly installments, with principal ' ]
beginning March 1, 1994 at $12,138 at 0% interest and ' _ ' i
concluding December 1, 2013. | . 218,466 - 267,014

Series - 1998 A sewer revenue refinancing bonds, original
face value of $2,430,000, payabie in annuai instaliments,
with principal and interest beginning October 1, 1998 at

. 4.15% increasing to 5.25% interest and concluding October . '
1. 2028. 1,945,000 2,000,000

Series - 1998 B sewer revenue bonds, original face value

of $599,089. payable in quarterly installments, with principal

beginning September 1, 1999 at $7,489 at 0% interest and _ .
concluding June 1, 2018. 299,529 329,485

Series - 1998 G sewer revenue bond, Infrastructure fund,
original face value of $662,038, payable in quarterly
installments, with principal and interest beginning

September 1, 2019 at 1% interest and concluding June 1,
2038. : 662,039 662,039

Series - 1999 A sewer revenue bond, original face value of
$378,363, payable in quarterly installments, with principal
beginning June 1, 2000 at $3,154 at 0% interest and
concluding March 1, 2030. 261,699 274,311

Series - 2000 A sewer revenue bonds, original face value
of $1,154.889, payable in gquarterdy installments with
principal beginning March 1, 2002 at $9,625 at 0% interest
and concluding December 1, 2031. 866,160 904,656

Series - 2008 A sewer revenue bonds, original face value
of $2.005,000. payable in guarterly installments with
principal  beginning March 1, 2009 at $16,709 at 0%
interest and concluding December 1, 2038. 1,971,582 2,005,000

Total revenue bonds payable $ 6442819 $  6.671,766
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Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)

- June 30, 2009 and 2008
REVENUE BONDS PAYABLE (Continued) _ '

Maturities of sewer revenue bonds payable and interest payments for each of the next five years and in
subsequent five-year increments succeeding June 30, 2009 are as follows:

Year Ending June 30 : Principal [nterest
2010 $ 267,365 § 100,794
2011 ) 267,365 97,794
2012 272,362 94,794
2013 272,361 91,544
2014 253,087 88,294
2015-2019 1,209,063 383,738
2020-2024 1,331,514 294,409
2025-2029 : 1,499,826 132,803
2030-2034 619,128 12,242

2035-2040 450,748 3.207
' $ 6442819 § 1299619

.The bond issues are secured by a first lien on the revenues derived from the system and a statutory mortgage

All sewer revenue bonds are on parity with each other.

Sewer revenue bond activity for the year ended June 30, 2008 was as follows:
Balanceat -~ ' Balance at
July 01, 2007 Additions Deductions June 30, 2008
Series 1988 B $ 240,178 § - 8 10917 $ 229,261
Series 1993 A 315,562 - 48,548 267,014
Series 1998 A 2,055,000 - 55,000 2,000,000
Series 1988 B 359,441 - 29,956 329,485
Series 1998 C 662,039 - - 662,039
Series 1999 A 286,923 - 12,612 274,311
Series 2000 A 943,152 - 38,496 904,656
Series 2008 A - 2,005,000 - 2,005,000
Total sewer revenue
bonds payable $ 4,862,295 $ 2005000 $ 195,529 § 6,671,766
Less: Current portion
due in upcoming year 228,947
Long-term sewer revenue bonds payable at June 30, 2008 (net of current porﬁon)' 5 6,442,819
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NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008
REVENUE BONDS PAYABLE (Continued)

Sewer revenue bond activity for the year ended June 30, 2009 was as follows:

Balance at Balance at
July 01, 2008 Additions Peductions June 30, 2009
Series 1988 B : $ 229,261 § - $ 10,917 $ 218,344
Series 1993 A 267,014 - 48,548 218,466
Series 1998 A 2,000,000 - 55,000 1,945,000
- Series 1998 B ' 329,485 - 29,956 299,529
Series 1998 C - - 662,039 - - 662,039
Series 1999 A ' 274,311 - 12,612 261,699
Series 2000 A ' 904,656 - 38,496 866,160
Series 2008 A 2,005,000 - 33,418 1,971.582
Total sewer revenue
bond payable % 6,671,766 $ - $ 228,947 § 6,442,819
Less: Current portion
due in upcoming year : 267,365
Long-term sewer revenue bonds payable at June 30, 2008 (net of current portion) $ 6,175,454

The covenants contained in the bond issues include a required debt service coverage ratio of 115%. As of June
30, 2009 and 2008, the District's debt service coverage ratio was 109%, and 147% respectively. Each of the
bond issues also requires monthly deposits to the renewal and replacement fund equal to 2 1/2% of monthly
gross revenues less reserve funding requirements. For the years ended June 30, 2009 and 2008, the District

fully funded the renewal and replacement reserve.
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NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008
REVENUE BONDS PAYABLE (Continued)
Legal Deféasance of Bonds

On January 19, 2006, the City of Charles Town issued Combined Waterworks and Sewage System revenue
bonds Series 2006 A to advance refund the District's 2003 A and 2003 B Series bonds. The remaining balance
of the District's Series 2003 A and 2003 B Series bonds were defeased as. part of the transfer of the District's
Huntfield assets and customers to the City of Charles Town per West Virginia Public Service Commission (PSC)
order dated July 28, 2005. Net proceeds from the issuance of Charles Town's bonds, along with funds in the
District's Debt Service and Debt Service Reserve funds for the 2003 A and 2003 B bonds were deposited into an
irrevocable: trust with an escrow agent {o provide debt service payments on the 2003 series bonds until final
maturity, June 2006 for Series B bonds and June 2014 for Series A bonds. :

Legal defeasance occurs when debt is legally satisfied based on certain provisions in the debt instrument even
though the debt is not actually paid. The advance refunding of the 2003 A and 2003 B bonds was a legal
defeasance per the settlement agreement, and the escrowed amounts and bonds payable have been
removed from the District's balance sheet for the year ended June 30, 2006. The amount of unpaid debt at the
date of refunding was $1,460,000. As a result of the advance refunding, the District reduced its total annual
debt service requirement by approximately $110.000. A net loss of $90,724 was recognized on the transfer of
the assets and defeasance of the debt. The outstanding principal of the defeased bonds are $1 3085, OOO as of
June 30, 2009. (See loss on transfer of facilities note for more detail.)

NOTES PAYABLE

Notes payable consist of the following:

L)
[
L=
(T}
[\
(]
[o5]

Sewer Department

Bond anticipation note payable to the bank in the amount of

$750,000 at the fixed rate of 3.25%, principal due for

engineering and other cost associated with the planning of

the new treatment plant. $ 750,000 $ -

Water Department

Note payable to the West Virginia Water Development
Authority in the original amount of $145.000 for the
temporary financing of the preliminary design of the Blue
Ridge Water Project, non-interest bearing, principal
deferred {see terms in Deferred Cost of System Design
Note), secured by the proceeds of any grants received,

proceeds of any bonds, and surplus operating revenues. _
' - $ 145000 § 145,000
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NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 anq 2008
CAPITAL IMPROVEMENT FEES

The District began collecting capital improvement fees in March 2005 for all new connections to the 'Dis-trict's
system pursuant to a PSC order dated March 28, 2005. This order was modified by an order dated January 30,
2009, to increase the amount of the capltal improvement fee collected to $7,500 from $1 127 per equivalent

dweiltng unit.

As reqguired by the previous order, new service connections that will be treated at the Charles Town waste water
treatment plant, $1,127 per equivalent dwelling unit will be maintained in a separate fund administered jointly by
the District and, the City of Charles Town, and the Corporation of Ranson and shall only be used for the purpose
“of improving the Charles Town treatment facilities. The District collected $37,191 and $100,303 in fiscal years
ended June 30, 2009 and 2008 respectively. The District remitted $42,826 and $96,922 to the joint account as of
June 30, 2009 and 2008 respectively. The balance of $0 and $5,635 is reflected in the District's balance sheet
as a current liability payable from the restricted cash as of June 30, 2009 and 2008 respectively. -

Per the January 30, 2009 order, new sewer connections that will be treated at the District's Fi_owing'Springs
wasie water treatment plant and the capital improvement fees collected in excess of amounts required to be
remitted to Charles Town, are required to be used to pay down debt service of the construction bonds.

MISCELLANEOUS OPERATING REVENUES

Miscellaneous operating revenues - sewer department- consist of the following items:

2009 2008
Transportation credits $ 37,498 § 41,495
System billing fees - water department ) 30,755 32,207
Sewer inspection fees 475 1,715
Disconnect/reconnect fees 1,190 930
Other miscellaneous revenue 6,578 17,193
Total $ 76,496 §$ 93,540

LEASE

In April 2008, the District entered into a (10) ten year facilities lease agreement with options to extend. The
monthly lease payments start at $5,782 for the first twelve months and escalate at a rate of 3% each year.
Minimum future rental payments under non-cancelable operating lease are as foliows

2010 5 70,769 .
2011 72,892
2012 75,079
2013 77,331
2014 79,651
There after 381,176
Total minimum future rental payments % 756,898
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NOTES TO FINANCIAL STATEMENTS (Continued)

June 30, 2009 and 2008

SEWER SERVICE AGREEMENT L o

Effective for service rendered on and after May 1, 2005, by order of the Public Service Commission of West
Virginia (PSC), the District is considered a bulk rate customer to the City of Charles Town, therefore, the specific
formula used to calculate the amount charged for these sewer services in prior years was changed to include
actual usage at a resale rate as stated in the City of Charles Town's sewer tariff, less resale and transportation
credits, applicable only to the District. The bulk rate is reflected at gross in the supplemental schedule of :
operating expenses - sewer department under treatment and disposal rent. The credits are reflected as income
in the District's financial statements. The resale credit, which is for the debt incurred by the District as part of the
2000 Charles Town treatment plant upgrade, is reflected as miscellaneous non- operating revenues.

As of July 1 2005, the District's asset related to the Charles Town wastewater treatment plant upgrade was
reclassed from utility plant in service to other assets on the balance sheet and is being amortized over the
remaining life (25 years) of the associated bonds for the Charles Town wastewater treatment plant
upgrades (Series 2000). The camrying amount of this asset, net of amortization at June 30, 2009 and 2008 is ;
$928.020 and $872,212, respectively. The transportation credits are for reimbursement of fixed debt associated
with lift stations to transport Charles Town's sewage from the former Sanitary Associates service area. and for
flows from the former Sanitary Associates area. These credits are included in miscellaneous operating
revenues. During the year ended Junme 30, 2009 and 2008, treatment expenses totaled $574.015 and

$579,138, respectively.

. Effective December 2005, per the Amendment to Sewer Service Agreement, the District must aiso remit to
Charles Town, on a monthly basis, $6.10 per equivalent dwelling unit for all new sewer service customers that
-connect to the sewer system on or after December 2005.

COMMITMENTS AND CONTINGENCIES
Retirement Contributions Payable

All full-time employees of the District are eligible and must participate in the state PERS. The pension plan
provides pension benefits, deferred allowances, and death and disability benefits. A member may retire after
reaching the age of 60 and accumulating 5 years or more of credited service in force. Benefits generally vest in
varying degrees once a member attains 5 or more years of credited service in force. Employees who retire at
age 60 with 5 or more years of credited service in force are entitled to pension payments for the rest of their lives
equal to 2% of their final. three year average salary times the number of years for which they were employed by
a participant in the state PERS. :

Pension provisions include deferred allowance whereby an employee may terminate his or her employment with I
the District after accumulating 5 or more years of credited service in force, but before reaching the age of 60. If
the employee does not withdraw his-or her accumulated contributions, the employee is entitled 1o certain g
pension benefits in accordance with the West Virginia Public Employees Retirement Act.

Pension provisions include annuity options to provide benefits to a member's nominated beneficiary if so
elected. In addition, disability retirement is provided for members who meet certain requirements as specified in

the act.
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NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2009 and 2008
Retirement Contributions Payable {Continued)

Employees of the District are required to pay 4.5% of their gross eamnings to the pension plan. The District is
required to make annual contributions to the plan equal to 10.5% of its covered payroll. The District made
$40,618 and $37,482 of employer contributions to-the plan for the years ended June 30, 2009 and 2008,
respectively. information regarding this plan is available from the State of Wast Virginia.

OTHER POST EMPLOYMENT BENEFITS

The District is an active participant with the West Virginia Public Employees insurance Agency (PEIA), -a cost-
sharing muitiple-empioyer defined benefit postemployment healthcare plan. PEIA provides medical benefits to
retired employees and former employees of participating and non-participating West Virginia government
entities, West Virginia Code, Chapter 5, Article 16, assigns the authority to establish and amend benefit
provisions to PEIA. PEIA annually issues a publically available financial report that includes financial statements
and required supplementary information. That report may be obtained online from PEIA’s website:

www.westvirginia.com/peia.

West Virginia Code, Chapter ‘5, Article 16 provides that contribution requirements of the plan and the
participating employers are established and may be amended by PEIA. Participating employers contribute $140
per month per participating employee. ' - :

Participating employers are contractually réquired to contribute at a rate assessed each year by PEIA. PEIA
sets the employer contribution rate based on the annual required contribution of the employers (ARC}), an
amount actuarially determined in accordance with the parameters of GASB Statement 45. The ARC represents
a.level of funding that, if paid on an ongoing basis, is projected to cover normai cost each year and amortize any
unfunded actuariat liabilities of the plan over a period not to exceed thirty years. The District has not contributed

to the post employment health care plan.

Deferred Cost of System Design

The District entered into a contract for preconstruction ehgineering services for design of extensions and
improvements to existing water systems in the Biue Ridge Mountain area of Jefferson County. A portion of the
cost of these services was paid through a 1997 loan from the West Virginia Infrastructure Council.

As of June 30. 2001, the District's Board voted not to proceed with this project. According to the 1997 loan

agreement, if on the 20" anniversary of the issuance of the note the District has not received any grants, other
than Infrastructure Fund grants, has not issued obligations to repay the notes and has not constructed any
improvements to its system, then the notes will convert to a grant and cancel the note. The District asked the
Infrastructure Council to convert this note to a grant. The request was denied. The Infrastructure Council
purported to modify the terms of the loan unilaterally, and requested repayment from the District under a
unilaterally established repayment schedule. The District has never agreed to the revised terms. Further,

hefore the District could commence making payment to the Infrastructure Council under their proposed revised

terms, the District would need to obtain the approval of such revised terms from the Public Service Commission.

The District has neither sought nor obtained such approval from the Public Service Commission; therefore the
District is prohibited from making any payments on this loan. '

34

R U R e T L A R T L T S S AR




Jefferson County Public Service District

NOTES TO FINANCIAL STATEMENTS (Continued)
June 30, 2009 and 2008

ot (R L

PUBLIC PRIVATE PARTNERSHIP

The District joined a public private partnership with Jefferson Utilities, inc. ("JUI"). JUl owns a water system
serving approximately 400 customers which is currently known as Mountain Water Systems. [t is estimated that
approximately $16 million of improvements to the system would be required to improve compliance with the
state regulatory requirements and provide adequate water supply. '

In this partriership, the District is considered the project sponsor and will apply for all public funding. The District
will also be responsibie for biding and applying for all necessary permits for the construction of the project,
except for the application to the Public Service Commission for a certificate of convenience and necessity and
for the approval of this agreement and the request for the Bureau for Public Health for a permit, all of which shall
be submitted jointly.

The project facilities will be owned by the District and a user fee will be charged to JUI at a level necessary for
the District to fully satisfy its financial obligations on the project funding including, as necessary, principal and
interest payments, reserve requirements, renewal and replacement funding requirements, coverage
requirements, and any of the District’s managements costs related to the Mountain Water Systems.

The agreement will terminate upon the earliest of the following: (1) closing on funding for the project has not
occurred by December 31, 2011; (2) closing has occurred on the District's exercise of its JUI purchase option; or
(3) project funding has been fully amortized. The District invested approximately $25,000 through June 30, 2009
related to this partnership.

SUPPLEMENTAL DISCLOSURE OF CASH FLOW INFORMATION
Cash and cash equivalents consist of the following at June 30, 2009 and 2008:

2009 2008
Water Sewer Water Sewer
Cash $ 128,143 § 382,440 $ 160,181 $ 427,393
Restricted cash 3,674 776,785 4 010 1,247,917
Total $ 131,817 $ 1,159,225 % 164,191 $ 1,675,310

Schedule of Noncash Investing and Financing activities at June 30, 2009 and 2008 - Sewer:

2009 2008
Bond financed note pay off $ - $ 926,785
Bond financed payments to developers $ - 3 429,142
Loss on dropped projects _ $ (878) % (10.266)
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FLOWING SPRINGS WASTEWATER TREATMENT PLANT ANTICIPATED FUNDING

The District is in the planning phase for expansion of a developer donated, state-of-the-art wastewater treatment

plant in the Flowing Springs watershed, also known as the Flowing Springs wastewater treatment plant, at an

estimated cost of $27.5 million. The District expects to finance the project for $26.5 million at 0% interest with

1/2% annual administration fee for 30 years from the State Revolving Fund Program. The remainder of the
" project will be financed through developer contributions.
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Jefferson County Public Service Disfrict
BUDGETARY COMPARISON SCHEDULE - WATER DEPARTMENT

For the year ended June 30, 2008

Actual Budget
Budgetad Budgeted Amounts to GAAP Actual
Amounts Amounts Budgetary Differences Amounts
Criginal Final Basis ver ey GAAP Basis
REVENUES
Operaling revenues $ 50,500 & 50500 % 50,198 (C)% 174 & 50,372
Non-operating revenues (B) 4,300 4,300 826 (826) -
Total revenues 54,800 54,800 §1,024 (652} 50,372
REVENUE DEDUCTIONS
BEFORE DEPRECIATION
Operating expenses 39,700 39,700 41,639 - 41,639
Income before depreciation 15,100 15,100 9,385 (652) 8,733
DEPRECIATION (A) - - - 5,172 5,172
Income before non-operating
expenses 15,100 15,100 9,385 {5.824) 3.561
NON-OPERATING INCOME {(EXPENSES}
Interest income (B8) - - - B26 826 !
Interest expense - - - (S (9
Total non-operating income (expenses) - - - 817 ‘ 817
increase (decrease) in net assets 15,100 15,100 9.385 {5.007) 4,378
Net assets at beginning of year 255,834 255,934 255,934 255,934 255.934
Net assets at end of year % 271,034 $ 271,034 $ 265,319 5 250,927 % 260,312

NOTES:

(A} Non-cash items are not included for budgetary purposes.
(B} For budgetary purposes, includes interest eamed.
{C) Miscellaneous revenues included in non-operating revenues for budgetary purposes.

See independent auditors’ report.
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Jefferson County Public Service District
BUDGETARY COMPARISON SCHEDULE - WATER DEPARTMENT

For the year ended June 30, 2008

Actual Budget
Budgeted Budgeted Amounts to GAAP Actual
Amounts . - Amounts Budgetary Differences Amounts
Original Final Basis Qver {under) GAAP Basis
REVENUES .
Operating revenues $ 50,500 3 50,500 % 51,851 (C)$ 450 52,301
Non-operating revenues {B) 4,300 4,300 4,235 (4,235) -
Total revenues 7 54,800 ' 54,800 56,086 (3.785) 52,301
REVENUE DEDUCTIONS
BEFORE DEPRECIATION
Operating expenses 39,700 39,700 43,406 - 43,406
Income before depreciation 15,100 15,100 12,680 (3,785) 8,895
DEPRECIATION (A) - - - 4,566 4,566
Income before non-operating
expenses 15.100 15,100 12.680 (8.351) 4,329
NON-OPERATING INCOME (EXPENSES)
Interest income (B) - - - 4,235 4,235
Interest expense - - - 3 (3)
Total non-operating income (expenses) - - - 4,232 4,232
Increase {decrease) in net assets 15,100 15,100 12.680 {4.119) 8.561
iNet assets at beginning of year 247,373 247,373 247,373 - 247.373
Net assets at end of year % 262,473 ¢ 262473 ¢ _ 260053 $ (4.119) 255,934

NOTES:

{A) Non-cash items are not included for budgetary purposes.
{B) For budgetary purposes, includes interest earned.
(C) Miscellangous revenues included in non-operating revenues for budgetary purposes.

See independent auditors’ report.
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Jefferson County Public Service District

BUDGETARY COMPARISON SCHEDULE - SEWER DEPARTMENT

My

For the year ended June 30, 2009

o

Actual Budget ?;
Budgeted Budgeted Amounts to GAAP Actual }3%
Amounts Amounts Budgetary Differences Amounts
Original Final Basis Over (under) GAAP Basis
REVENUES _ ' :
Operating revenues $ 2027000 $ 1,927,000 $ 1,840,095 (F)$ 87389 § 1,927,484
Non-operating revenues {C) 170,000 142,000 128,435 {128,435) -
Total revenues 2,197.000 2,069,000 1,968,530 {41,048) 1,927,484
REVENUE DEDUCTIONS
BEFORE DEPRECIATION
Operating expenses 1,637,885 1,587,885 1,578,240 - i 1,578,240
Income before depreciation 558,115 481,115 390,290 {41,046) 349,244
DEPRECIATION (A) - - - 330,434 330,434
Income before non-operating :
expenses 559,115 481,115 390,290 {371,480 18,810
NON-OPERATING INCOME {(EXPENSES) . ] '
Interest income {C) - - - 10,355 10,355
Loss on disposal of assets (A) - - - 25 25
Interest expense (B) - - - {116,187) (116,187) :
Amonrtization of debt issue expense and o
other assets - treatment plant upgrades (A) - - - {82,608) (82.608)
Loss due to dropped projects (A) - - - {878) {878)
Miscellaneous non-operating revenues {A) - - - 41,412 41.412
Total non-operating income (expenses) - - - {147.881) {147,881}
Increase (decrease) in net assets
before capital contributions 550,115 481,115 390,290 {518,361) {128,071)
CAPITAL CONTRIBUTIONS (A) (93] - - - 13,246 13.246
OTHER FINANCING SOURCES (USES) .
Renewal and replacement funds (54,925) {51,725) (49,254} (E) 49,254 -
Debt service (D} {308,974} {393,000) (341,004} (E) 341,004 -
Totai other financing (uses) {363,899) (444,725) {390,258) 390,258 -
Increase (decrease) in net assets 195,216 36,390 32 (115,857) (115,825} 1
£
Net assets at beginning of year 8,619,353 8,619,353 8,619,353 - 8.619.353
Net assets at end of year $ 8814,569 $ 8.655.743 k3 8.619,385 $ (1 1 5.857) $ 8,503.528 )‘E
NOTES: :

{A) Non-cash ierns are not included for budgetary purposes. ¥

(B) Interest expense 1s included in debt service for budgetary purposes.

{C} For budgetary purposes, includes interest eamed on debt service and other funds, capital contributions, developer guaranteed minimum :
payments and miscellaneous operating revenues.

{D) Budget includes principal, interest, and funding of debt service and reserve funds.

{E} Balance sheet transactions are excluded from revenues and expenses under GAAP.

{F} Miscellaneous revenues included in non-operating revenues for budgetary purposes.

See independent auditors’ report.
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-Jefferson County Public Service District

BUDGETARY COMPARISON SCHEDULE - SEWER DEPARTMENT

REVENUES
Operating revenues 3
Non-operaling revenues (C)

Total revenues

REVENUE DEDUCTIONS
BEFORE DEPRECIATION
Operating expenses

income before depreciation ”

DEPRECIATION {A)

Income before non-operating
expenses

NON-OPERATING INCOME (EXPENSES)

Interest mcome [{o3]
Loss on disposal of assets (A)
Developer guaranteed minimum payrment  {(C)
Interest expense =)}

Amaortzation of debt issue expense and

.other assets - Ireatment plant upgrades  {A)
Loss due to dropped projects (A)
Miscellaneous non-operating revenues {A)

Total non-operating income (expenses)

Increase {decrease) in nel assets
before capital contnbutions

"CAPITAL CONTRIBUTIONS Ay (C)
OTHER FINANCING SOURCES (USES)

Renewal and replacement funds

Debt service {D)

NOTES:

(A}
{B)
(cy

(10}
(E)
IF}

Total other financing (uses}
Increase {decrease) n net assets
Net assets at beginning of year, resiated

Net assets at end of year 3

For the year ended June 30, 2008

Actual

. Budget
Budgeted Budgeted Amounts to GAAP Actual
Amounts Amounts Budgetary Differences Amounts
Driginal Final Basis Qver {under) GAAP Basis
1,862,000 $§ 2,000,000 $ 1,988,939 (F)% 33770 % 2,022,709
86,400 148,000 168.438 {168,438} -
1.948, 400 2,148,000 2,157,377 (134.668) 2,022,708
1,351,955 1,540,075 1,561,484 - 1,561,484
596,445 607,925 595,893 (134,668} 461,225
. . - 303.440 303.440
596,445 607.925 595,893 (438.108) 157,785 -
- - - 38.668 38,668
- - - {1,394) (1.394)
_ . - (117.987) (117.987)
- - - {81,200} {81.209)
R - (10.266) {10,266}
. - 41.412° 41412
- - - (130.776) {130.776)
586.445 607.925 595,893 568.884) 27.009
(48.710) (48,710} (54.972) (E} 54.972 .
{393.000) (393.000) (319,186} (E) 319.186 -
{441,710} (441.710) {374,158) 374.158 -
154,735 166,215 221,735 {194,726) 27.009
8.592.344 8.592,344 8,592,344 - 8,592,344
8.747.079 ¢ 8758550 g 8.814079 g (194,726 ¢ _ 8619353

Non-cash items are not included for budgetary purpeses.
Interest expense 15 included in debt service for budgetary purposes.
For budgelary purposes. includes inleresl earned on debt service and other funds, capital centribulicns, developer guaranteed
minrmum payments and miscelianeous operating revenues.
Budget includes principal. interest. and funding of debt service and reserve funds.

Balance sheet transachions are excluded from revenues and expenses under GAAP.
Miscellaneous revenues included in non-operating revenues for budgetary purposes.

See independent auditors' report.
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Jefferson County Public Service District

SCHEDULES OF OPERATING EXPENSES - WATER DEPARTMENT
For the years ended June 30, 2009 and 2008
2009 2008
SOURCE OF SUPPLY EXPENSES
Repairs and maintenance , $ 2,766 $ 1,268
Operation supplies and expenses 1,658 3,685
é.'
Total 4,424 4953
PUMPING EXPENSES _
Repairs and maintenance 2,752 764
Power gas and electric 16,131
Operation supplies and expenses 3,003 3,427
Total 21,886 4,191
BILLING AND COLLECTING EXPENSES
Meter reading, accounting and collection 14,734 - 32,266 ’
ADMINISTRATIVE AND GENERAL EXPENSES
Professional fees ' - 1,033
Miscellaneous expenses 595 963
Total ' 595 1,996
Total operating expenses $ 41639 § 43,406

See independent auditors’ report.
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Jefferson County Public Service District :;!

SCHEDULES OF OPERATING EXPENSES - SEWER DEPARTMENT
For the years ended June 30, 2009 and 2008

2009 2008 ;
COLLECTING EXPENSES
Operation labor $ 34,261 $ 48,783 ;
Supplies and expense 7,635 32,412 :
Total - 41,896 81,195
PUMPING SYSTEM .
Operation labor 58,584 66,046
Power purchased for pumping 35,542 36,908
Pumping and supplies 23,508 27,374
Pumping maintenance 69,086 84,732
Total | - 186,720  __ 215,060
TREATMENT AND DISPOSAL SYSTEM EXPENSES _ g :
Operation iabor 3,888 - 4,373
Supplies and expense . S 5,189 ' "~ 5,585
Treatment and disposal rent 574,015 579,138
Total . ' . 583,092 588,106
BILLING AND COLLECTING EXPENSES | ' - :
Meter reading, accounting and collection o 74,588 . 73,321
ADMINISTRATIVE AND GENERAL EXPENSES ' |
General office salaries _ 195,014 175,140
Employee benefits _ 129,669 117.816
‘Office supplies and expense 73,243 69,563
fnsurance 32,0607 27,180
Professional fees ' 110,992 106,965
Miscellaneous general expense ' - 21,536 20,812
Directors' fees 5,050 - 4780
Rent 57,336 12,000
Regulatory commission expense and penalties 16,158 13.253
Transportation expense ' L 4,022 6,189
Utilities 16,614 16,433
Bad debts 14,515 17,840
Repairs and maintenance 15,788 14,831
Total - 691944 _ 602802
‘Total operating expenses - . S - $ 1,578,240 $ 1,561,484

See independent auditors' report.
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CoxHollidaPrice Lrp

REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING AND ON COMPLIANCE AND
QTHER MATTERS BASED ON AN AUDIT OF FINANCIAL STATEMENTS PERFORMED IN
ACCORDANCE WITH GOVERNMENT AUDITING STANDARDS

The Members of the Public Service Board
Jefferson County Public Service District

We have audited the accompanying financial statements of the business-type activities of the Jefferson
County Public Service (“District”) as of and for the years ended June 30, 2009 and 2008, which collectively
. comprise the District’s basic financial statements and have issued our report thereon dated December 1,

2009. We conducted our audit in accordance with auditing standards generaily accepted in the United: .

States of America and the standards applicable to financial audits contained in Government Auditing
Standards, issued by the Comptroller General of the United States.

nternal Contro! over Financial Reporting

In planning and performing our audit, we considered the District's internal control over financial reporting
as a basis for designing our auditing procedures for the purpose of expressing our opinion on the financial
statements, but not for the purpose of expressing an opinion on the effectiveness of the District's internal
control over financial reporting. Accordingly, we do not express an opinion on the effectiveness of the
- District’s internal control over financial reporting.

Our consideration of the intemal control over financial reporting was for the limited purpose described in
the preceding paragraph and would not necessarily identify all deficiencies in the internal contro! that
might be significant deficiencies, or material weakness. However, as discussed below, we identified a
certain deficiency in interna! control over financial reporting that we consider to be a significant defi iciency.

A control deficiency exists when the design or operation ‘of a contro! does not aliow management or. .

empioyees, in the normmal course of performing their assigned functions, to prevent or detect
misstatements on a timely basis. A significant deficiency is a control deficiency, or combmatlon of control
deficiencies, that adversely affects the District's ability to initiate, authorize, record, process, or report
financial data reliably in accordance with generally accepted accounting principles such that there is more
than a remote likelihood that a misstatement of the District's financial statements that is more than
inconsequential will not be prevented or detected by the District's internal control. We consider the
deficiency described in the accompanying schedule of findings as 2008-1 to be a significant deficiency in
the internal control over financial reporting.

A matenal weakness is a significant deficiency, or combination of ‘significant deficiencies, that results in
more than a remoie likelihood that a material misstatement of the financial statements will not be
prevented or detected by the District’s internal control.

Qur consideration of internal control over financial reporting was for the limited purpose described in the
first paragraph of this section and would not necessarily identify all deficiencies in intemal control that
might be significant deficiencies and, accordingly, would not necessarily disclose all significant
deficiencies that are also considered to be material weaknesses. However, we consider the significant
deficiency described above, as item 2009-1 to be a material weakness.

TR A i o TR A FL AT R




Compliance and Other Matters

As part of obtaining reasonable assurance about whether the District's financial statements are free of
material misstatement, we performed tests of its compliance with certain provisions of laws, regulations,
contracts and grant agreements, noncompliance with which could have a direct and material effect on the
determination of financial statement amounts. However, providing an opinion on compliance with those
provisions was not an objective of our audit and, accordingly, we do not express such an opinion. The
results of our tests disclosed an instance of noncompliance that is required to be reported under
Government Auditing Standards and which is described in the accompanying schedule of findings as item
2009-2. _ :

We noted certain matters that we reported to management of the District in a separate letter dated
December 1, 2009.

This report is intended sofely for the information and use of the District and its various regulatory agencies
and is not intended to be and should not be used by anyone other than these specified parties.

CoiFollidaPrice LLP
Martinsburg, WV
- December 1, 2009




2009-1

2009-2

Jefferson County Public Service District

SCHEDULE OF FINDINGS AND RESPONSES

For the year ended June 30, 2009 ~
Internal Control

Condition: .

Timesheets for the payroll periods during January 2008 through June 2008 were not available for
our testing.

Criteria:

All timesheets should be prepared by each employee and reviewed and approved by
management. Timesheets noted above were not available to support payroll hours and

- management approval.

Effect:

~ Not all payroll checks had supporting timesheets to validate corresponding payroll check.

Recommendation:
We recommend that the District review its file retention and management policies to ensure that
controls are adequate.

Audited Agency's Response:
We concur with the recommendation and the timesheets will be kept in storage after general
manager review and approval.

Compliance

Condition:
District did not maintain rates established at a sufficient level to enable a bond coverage ratio of
115% for revenue bonds. The June 30, 2009 revenue bond coverage ratio is 109%.

Criteria:

Revenue bond covenants require a minim coverage ratio of 115% of amount required o pay the
highest succeeding fiscal year debt service {principal and interest) on all revenue bonds
cutstanding after payment of operations.

Effect:
Coverage ratio is less than mandated by bond covenants.

Recommendation:
We recommend that the District maintain rates established at a level sufficient to provide a
minimum coverage ratio of 115%.

Audited Agency's Response:

We concur with the recommendation. The District has submitted a rate case for a new tariff rate
in order to meet future debt service coverage requirements.
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[LETTERHEAD OF SPILMAN THOMAS & BATTLE, PLLC]
{Form of Approving Opinion of Bond Counsel)

June 24,2010

_ $ _
_Jefferson County Public Service District (West Virginia)

Sewer Refunding Revenue Bonds. 2010 Series A

Jefferson County Public Service District ‘ . Crews & Associates, Inc.
Ranson. West Virginia Charleston. West Virginia

Ladies and Gentlemen:

We have served as bond counsel in connection with the issuance by Jefferson
County Public Service District (West Virginia) (the “Issuer™) of its § in aggregate
principal amount of Sewer Refunding Revenue Bonds. 2010 Series A (the “Bonds™). We have
examined the law and such certified proceedings and other papers as we have deemed necessary
to render this opinion. We have also examined an unauthenticated specimen Bond. Capltalrzed
terms used but not defined in this opinion shall have the meanings assigned to them under the
Resolution (as hereinafter defined).

The Issuer, a public service district and public corporation under and pursuant to
the faws of the State of West Virginia (the “State™), is empowered and authorized to issue bonds
pursuant to Chapter 16. Article 13A of the Code of West Virginia. 1931, as amended (the “Act™) -
and a Bond Resolution duly adopted by the Issuer on April 6, 2010 (the *Resolution™). Proceeds
of the Bonds will be used for the purpose of paying a portion of the costs necessary to (i)
currently refund the Issuer’s outstanding Sewer Refunding Revenue Bonds. Series 1998 A. dated
February 15, 1998, issued in the original aggregate principal amount of $2,430.000 of which
$1.885.000 of principal is presently outstanding (the “Series 1998 A Bonds™): (ii) fund a reserve
account for the Bonds; and (iii) pay costs of issuance of the Bonds and retated costs.

The Bonds will mature on such dates in ecach of the years, in the respective
principal amounts, and bear interest from their date at the respective rates per annum, as set forth
or provided in a Certificate of Determination. dated as of June , 2010, executed by an
authorized officer of the Issuer, all as provided under the Resolution. The provisions for
redemption of the Bonds are provided in the Certificate of Determination.




Jefferson County Public Service District
Crews & Associates, Inc.

June 24, 2010

Page 2

The Issuer has also entered into a Tax Compliance Certificate, dated as of
June 24, 2010 (the “Tax Certificate™).

Reference is made to the opinion of James V. Kelsh, Esquire, as counsel to the
Issuer, dated of even date herewith, with respect to (i) the power and authority of the Issuer to
enter into the Bond Purchase Agreement dated June . 2010, by and between Crews &
Associates, Inc. and the Issuer (the “Purchase Agreement”), the Escrow Agreement dated June
24, 2010, by and between the Issuer and the West Virginia Municipal Bond Commission (the
“Escrow Agreement”) and the Continuing Disclosure Agreement dated June 24, 2010, by and
between the Issuer and The Bank of New York Mellon, as dissemination agent {the “Continuing
Disclosure Agreement™ and together with the Purchase Agreement and the Escrow Agreement,
collectively, the “Bond Documents”™), (ii) the due authorization, execution and delivery by the
[ssuer of the Bond Documents, and (iii} the binding effect and enforceability of the Bond
Documents upon the Issuer. No opinion as to such matters is expressed herein.

Without undertaking to verify the same by independent investigation. we have
relied on certifications by representatives of the Issuer with respect to certain facts relevant to
both our opinion and the requirements of the Internal Revenue Code of 1986. as amended (the
“Code™). The Issuer has covenanted to comply with the provisions of the Code regarding.
among other matters, the use, expenditure and investment of the proceeds of the Bonds, and the
timely payment to the United States of any arbitrage rebate amounts with respect to the Bonds,
alt as set forth in the proceedings and documents providing for the issuance of the Bonds (the
“Covenants™}.

Based upon the foregoing, we are of the opinion. under existing law, as follows:

l. The Issuer is a duly created and validiy t‘.\lSllﬂﬁ public service district and
public corporation under and pursuant to the laws of the State. with power to adopt the
Resolution, to execute and deliver the Tax Certificate and to perform the agreements on its part
contained therein and to issue the Bonds.

2. The Resolution has been duly adopted by the Issuer. is in full force and
effect as of the date hereof, and is valid and binding upon the Issuer and enforceable against the
Issuer in accordance with its terms.

3. The Tax Certificate has been duly authorized. executed and delivered by
the Issuer and constitutes the valid and binding agreement of the Issuer. enforceable in
accordance with the terms thereof,




Jetferson County Public Service District
Crews & Associates, Inc.

June 24, 2010

Page 3

4. - The Resolution creates the valid pledge which it purports to create of the
Net Revenues of the System (as defined in the Resolution), on a parity with the Issuer’s Prior
Bonds, and other funds and accounts pledged under the Resolution, subject to the terms thereof.

5. The Bonds have been duly authorized, executed and delivered by the
Issuer and, assuming proper authentication, are valid and binding special, limited obligations of
the Tssuer, payable solely from the sources provided therefor in the Resolution.

6. Under current law, interest on the Bonds is excludable from £ross income
for federal income tax purposes under Section 103 of the Code. and is not an item of tax
preference for purposes of the federal alternative minimum tax imposed on individuals and
corporations..  For purposes of computing the alternative minimum tax on corporations {(as
defined for federal tax purposes), such interest is taken into account in determining adjusted net
book income. The preceding opinion is subject to the condition that all requirements of the Code
that must be satisfied subsequent to the issuance of the Bonds in order that interest on the Bonds
be. or continue to be. excludable from gross income for federal income tax purposes are so
satisfied. and therefore failure by the Issuer to comply with the Covenants. among other things,
could cause interest on the Bonds to be included in gross income for federal income tax purposes
retroactively to their date of issuance. We express no opinion regarding any other lax
consequences of the ownership of or receipt or accrual of interest on the Bonds. Furthermore,
we express no opinion as to the effect on the excludability of the interest on the Bonds from
gross income of (a) any event for which the Resolution requires the obtaining of an opinion of
Bond Counsel. as defined in the Resolution or (b) any amendment of the Resolution or waiver of
the terms thereof.

7. Under the Act, the Bonds and the interest thereon are exempt from all
taxation by the State of West Virginia and the other taxing bodies of the State.

8 The Issuer has designated the Bonds as “qualified tax-exempt obligations™
for purposes of Section 265(b)(3)(B) of the Code and has covenanted that it does not reasonably
expect to issue more than $30.000,000 of tax-exempt obligations (other than private activity
bonds and obligations issued to currently refund any obligation of the Issuer to the extent the
amount of the refunding obligation does not exceed the outstanding amount of the refunded
obligations) during the calendar year 2010. Therefore, the Bonds are “qualified tax-exempt
obligations™ within the meaning of Section 2635(b}(3)(B) of the Code.

- 9. The Series 1998 A Bonds have been paid within the meaning and with the
effect expressed in the 1998 Resolution, and the covenants, agreements and other obligations of
the Issuer to the holders and owners of the Series 1998 A Bonds have been satisfied and




Jefferson County Public Service District
Crews & Associates, Inc.

June 24,2010

Page 4

discharged. In rendering the opinion set forth in this paragraph, we have relied upon the opinion
of certain independent certified public accountants relating to the sufficiency of the moneys on
deposit in the Escrow Fund to provide for the payment of the Redemption Price of the Bonds on
the Redemption Date.

The rights of the holders of the Bonds and the enforceability of the Bonds, the
Resolution, the Tax Certificate and the liens and pledges set forth therein may be subject to and
limited by bankruptcy laws and other similar laws affecting creditors’ rights heretofore or
hereafter enacted to the extent applicable and that the enforcement thereof may also be subject to
general principles of equity and to the exercise of judicial discretion,

Our services as bond counsel to the Issuer has been limited 10 rendering the
foregoing opinion based upon our review of such proceedings and documents as we deem
necessary to approve the validity of the Bonds and the tax-exempt status of the interest thereon.

This opinion is rendered as of the date hereof. We are under no obligation to, nor
- will we, update or revise this opinion due to events occurring afier thc date hereof which change
the facts or law upon which this opinion is based.

This opinion is rendered to the addressees set forth above solely for their use in
connection with the transactions contemplated under the Resolution, is solely for the benefit of
those addressees, and their respective successors and assigns; and. except where we have given
our prior written consent, may not be relied upon by anyone else or used for any purpose other
than in connection with the consummation of the transactions contemplated in the Resolution.

Very truly yours,

Spilman Thomas & Battle, PLLC
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JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

RESOLUTION OF THE JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT AUTHORIZING THE ISSUANCE OF THE SEWER
REFUNDING REVENUE BONDS, 2010 SERIES A IN THE
AGGREGATE PRINCIPAL AMOUNT OF NOT MORE THAN
$1,975,000, FOR THE PURPOSES OF CURRENTLY REFUNDING,
TOGETHER WITH OTHER FUNDS OF THE DISTRICT, THE SEWER
REFUNDING REVENUE BONDS, SERIES 1998A AND PAYING THE
COSTS OF ISSUANCE THEREOF; AUTHORIZING THE REFUNDING
OF SUCH BONDS; PROVIDING AS TO THE TERMS AND
PROVISIONS OF THE BONDS; AUTHORIZING THE EXECUTION
AND DELIVERY OF AN ESCROW AGREEMENT, A CONTINUING
DISCLOSURE AGREEMENT AND OTHER DOCUMENTS;
AUTHORIZING AND APPROVING THE SALE AND DELIVERY OF
SUCH BONDS; DESIGNATING A TRUSTEE AND PAYING AGENT;
PROVIDING FOR THE RIGHTS AND REMEDIES OF AND SECURITY
FOR THE REGISTERED OWNERS OF SUCH BONDS; AND
ADOPTING OTHER PROVISIONS WITH RESPECT THERETO.

WHEREAS, Jefferson County: Public Service District (the “Issuer”) presently owns and
operates a public sewerage system (the “System™) and has heretofore financed, in part, the
acquisition and construction of the System and certain additions, extensions and improvements
thereto by issuance of the Prior Bonds (as hereinafter defined), including its Sewer Refunding
Revenue Bonds, Series 1998A, dated February 15, 1998, issued in the original aggregate principal
amount of $2,430,000 (the “Bonds to be Refunded™);

WHEREAS, under the provisions of Chapter 16, Article 13A of the West Virginia Code of
1931, as amended (the “Act”), the Issuer is authorized and empowered to issue refunding revenue
bonds for the purpose of retiring or refinancing all or any apart of the outstanding Bonds to be
Refunded;

WHEREAS, the Issuer is advised that present value debt service savings will be realized as
a result of the refunding of the Bonds to be Refunded;
|

WHEREAS, the Issuer has determined and hereby determines that it would therefore be to
the benefit of the Issuer and its customers to refund the Bonds to be Refunded and to redeem the
Bonds to be Refunded on the Redemption Date (hereinafter defined), in the manner set forth herein
with proceeds of a series of bonds to be designated “Sewer Refunding Revenue Bonds, 2010 Series
A” (the “2010 Bonds™), in the maximum aggregate principal amount of not more than $1,975,000,
together with other moneys of the Issuer;




WHEREAS the Bonds to be Refunded were issued pursuant to a resolution of the Issuer
duly adopted on February 26, 1998, as supplemented by a resolution of the Issuer duly adopted on
February 26, 1998 (collcctlvely, the “1998 Resolution™);

WHEREAS the Issuer now clesn'es to authorize the refunding of the Bonds to be Refunded
as aforesaid, and to provide for the ﬁnancmg thereof by the issuance of the 2010 Series A Bonds as
hereinafter provided; :

BE IT RESOLVED BY THE PUBLIC SERVICE BOARD OF JEFFERSON COUNTY
PUBLIC SERVICE DISTRICT:




ARTICLET
DEFINITIONS; STATUTORY AUTHORITY; FINDINGS
Section 1.01. Definitions.  All capitalized terms used in thls Resolution and not

otherwise defined in the recitals or in the text hereof shall have the meanings specified below,
unless the context exprcssly requires otherwise:

“2010 Series A Bonds” or “Bonds™ means the Sewer Refundmg Revenue Bonds, 2010

Series A of the Issuer, originally authorized to be issued pursuant to this Resolution.

“2010 Series A Bonds Redemption Account™ means the 2010 Series A Bonds Redemptlon
Account created by Section 4,02 hereof. .

“2010 Series A Bonds Reserve A‘ccount” means the 2010 Series A Bonds Reserve Account
created by Section 4.02 hereof.

#2010 Series A Bonds Reserve Requirement” means, as of any date of calculation, the lesser
of (i) 10% of the original stated principal amount of the 2010 Series A Bonds; (ii) the maximum
amount of principal and interest which will become due on the 2010 Series A Bonds in any year; or
(iii) 125% of the average amount of principal and interest which will become due on the 2010
" Series A Bonds.

2010 Scries A Bonds Sinking Fund” means the 2010 Scrics A Bonds Sinking Fund created
by Section 4.02 hereof.

~ “Act” means Chapter 16, Article 13A of the West Virginia Code of 1931, as amended and
in effect on the date of delivery of the 2010 Series A Bonds.

“Authority” means the West Virginia Water Development Authority.

“Authority Bonds™ means, collectively, the bonds which the Authority, or its successor, is
the original purchaser of, being the Series 1993 A Bonds, the Series 1998 B Bonds, the Series 1998
C Bonds, the Series 1999 A Bonds, the Series 2000 A Bonds and the Series 2008 A Bonds.

“Authorized Denominations” means denominations of $5,000 and any integral multiple
thereof,

“Authorized Newspaper” means a financial journal or newspaper of general circulation in
the City of New York, New York, printed in the English language and customarily published on
each business day of the Registrar, whether or not published on Saturdays, Sundays or legal -
holidays, and so long as so published, shall mclude The Bond Buyer and Redemption Digest.

“Authorized Officer” means the Chairman of the Governing Body of the Issuer or any
Acting Chairman duly selected by the Govemmg Body.




“Beneficial Owner” means the purchaser of a beneficial interest in the Bonds when the
Bonds are held by the Securities Depository in the Book-Entry System, and otherwise means a
Bondholder. '

_ “Bond Commission” means the West Virginia Municipal Bond Commission or any other
agency of the State of West Virginia which succeeds to the functions of the Bond Commission.

“Bond Counsel” shall mean any law firm having a national reputation in the field of
municipal law whose opinions are generally accepted by purchasers of municipal Bonds, appointed
by the Issuer, and shall initially mean Spilman Thomas & Battle, PLLC, Charleston, West Virginia,

“Bondholder,” “Holder of the Bonds,” “Owner of the Bonds™ or any similar term means any
person who shall be the registered owner of any outstanding Bond. :

“Bond Register” means the books of the Issuer maintained by the Registrar for the
registration and transfer of Bonds. ' .

“Bond Year” means the 12-month period beginning on the anniversary of the Closing Date
in each year and ending on the day prior to the anniversary date of the Closing Date in the following
year, ot such other period as shall be determined by the Issuer, except that the first Bond Year shall
begin on the Closing Date. :

“Bonds” means, collectively, the 2010 Series A Bonds and the Prior Bonds, and axiy
additional parity Bonds hereafier issued within the terms, restrictions and conditions contained
herein. .

“Bonds to be Refunded” means the Issuer’s Sewer Refunding Revenue Bonds, Series 1998
A, dated February 15, 1998, issued in the original aggregate principal amount of $2,430,000.

“Book-Entry System” means the system maintained by the Securities Depository
described in Section 3.11.

“Business Day” means any day other than a Saturday, Sunday or a day on which national
banking associations or West Virginia banking corporations are authorized by law to remain closed.

"Certificate of Authentication and Registration” means the Certificate of Authentication and
Registration on the 2010 Series A Bonds, in substantially the form set forth in Exhibit A - BOND
FORM hereto.

“Certificate of Determination” means the Certificate setting forth the final terms of the 2010
Series A Bonds as more fully described in Section 2.03 hereof.

“Chairman” means the Chairman of the Governing Body of the Issuer.

“Closing Date”” means the date upon which there is an exchange of the 2010 Series A Bonds
for the proceeds representing the original purchase price thereof.




“Code” shall mean the Internal Revenue Code of 1986, as amended and supplemented from
time to time, and Regulations thereunder.

*Continuing Disclosure Agreement” means any continuing disclosure agreement between
the Issuer and Digital Assurance Certification, L.L.C. or other entity serving as disclosure agent,
with respect to the Bonds, as amended or supplemented that is required by, and complies with, the
provisions of Rule 15¢2-12 promulgated by the Securities and Exchange Commission.

“Costs” or “Costs of Issuance™ means all items of expense directly or indirectly payable by
or reimbursable to the Issuer and related to the authorization, issuance, sale and delivery of the
Bonds, including but not limited to costs of preparation and reproduction of documents, printing - : ;
expenses, filing and recording fees, initial fees and charges of the Paying Agent, Registrar and its : ;
counsel, legal fees and charges, fees and disbursements of consuitants and professionals, fees and
charges for preparation, execution and safekeeping of the Bonds and any other cost, charge or fee in
connection with the original issuance of the Bonds.

“Costs of Issuance Fund” means the Costs of Issuance Fund created by Section 4.01 hereof. -

: “Depository Bank” means the bank appointed and approved to serve as depository bank and
eligible under the laws of the State of West Virginia to receive deposits of state and municipal ﬁ.mds
and insured by the FDIC in the Certificate of Determination. _

“DTC” means the Depository Trust and Cleanng Company, New York, New York or its
successor thereof.

“DTC-eligible” means, with respect to the 2010 Series A Bonds, meeting the qualification
prescribed by DTC,

“Electronic Means” means (elecopy, telegraph, telex, facsimile transmission, etnail
transmission or other similar electronic means of communication, including a telephonic
communication confirm by writing or written transmission.

“Escrow Agent” maeans the Bond Commission, hereby appointed and approved to serve as
the Escrow Agent under the Escrow Agreement.

“Escrow Agreement” means the Escrow Agreement to be entered into between the Issuer
and the Escrow Agent, providing for the defeasance and ultimate payment of the Bonds to be -
Refunded, the deposit therein of proceeds of the 2010 Series A Bonds, the disposition of moneys in
the various funds and accounts of the Bonds to be Refunded under the 1998 Resolution and other
matters in connection wherewith, and substantially in the form attached hereto as Exhibit C.

“Escrow Deposit Fund” means the escrow deposit trust fund gstablished pursuant to the
Escrow Agreement.

“Event of Default” means any occurrence or event specified in Section 7.01.




“FDIC” means the Federal Deposit Insurance- Cerperauon or any successor to the functions
of the FDIC.

“Fiscal Year” means each [2-monmth period beginning on July 1 and ending on the
succeedlng June 30,

“Govenung Body” or “Board” means the public service board of the Issuer, as it may now
or hereafter be oonstttuted

“Govemment Obligations™ means direct obligations of, or obligatibns the timely payment of
the principal of and interest on which is guaranteed by, the United States of America.

“Gross Revenues” means the aggregate gross operating and non-operating revenues of the
System, as hereinafler defined, determined in accordance with generally accepted accounting
principles in effect at the time of such calculation, after deduction of prompt payment discounts, if
any, and reasonable provision for uncollectible accounts; provided, that “Gross Revenues” does not
include any gains from the sale or other disposition of, or from any increase in the value of, capital
assets (including Qualified Investments as hereinafter defined), or any Tap Fees, as hereinafter

deﬁned

“Independent Accountants” means any certified public accountant or firm of certified public
accountants that shall at any time hereafter be retained by the Issuer to prepare an independent
annual or special audit of the accounts of the System or for any purpose except keepmg the accounts
for the System in the normal operation of its business and affairs. :

“Issuer” means Jefferson County Public Service District, a jmbh'c service district and public
corporation and political subdivision of the State of West Virginia, in Jefferson County of said
State, and, unless the context clearly indicates otherwise, includes the Govemning Body of the Issuer.

“Interest Payment Date” means the interest payment dates designated in the Certficate of
Determination. ) .

“Maturity Date” means the maturity date designated in the Certificate of Determination.

“Net Proceeds™ means the face amount of the 2010 Series A Bonds, plus accrued interest
and premium, if any, less original issue discount, if any, and less proceeds deposited in the 2010
Series A Bonds Reserve Account. For purposes of the Private Business Use limitations set forth
herein, the term Net Proceeds shall include any amounts resulting from the investment of proceeds
of the 2010 Series A Bonds, without regard to whether or not such investment is made in tax-

exempt obligations.

“Net Revenues” means the balance of the Gross Revenues, remaining after deduction of
Operating Expenses, as hereinafter defined.
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“Nonpurpose Investment” means any investment prolz;erty which is acquired with the gross
proceeds of the 2010 Series A Bonds and is not acquired in order to carry out the governmental
purpose of the 2010 Senes A Bonds

“Notes” means the Refundmg Sewcrage System Bond Ant1c1patlon Notes, Series 2010
issued in an aggregate principal amount of $750,000 as set forth in Section 1.03(C).

“Operating Expenses” means the reasonable, proper and necessary costs of repair,
maintenance and operation of the System and includes, without limiting the generality of the
foregoing, administrative, engineering, legal, auditing and insurance expenses, other than those
capitalized as part of the costs, fees and expenses of the Authority, fiscal agents, the Depository
Bank, the Registrar and the Paying Agent (all as herein defined), other than those capitalized as part
of the costs, payments to pension or retirement funds, taxes and such other reasonable operating
costs and expenses as should normally and regularly be included under generally accepted
accounting principles in effect as of the date of calculation; provided, that “Operating Expenses”
does not include payments on account of the principal of or redemption premium, if any, or interest
on the Bonds, charges for depreciation, losses from the sale or other disposition of, or from any
decrease in the value of, capital assets, amortization of debt discount or such miscellaneous
deductions as are applicable to prior accounting periods.

“Original Purchaser” means Crews & Associates, Inc., as the purchasers of the 2010 Series
A Bonds directly from the Issuer, or, if the Issuer and such Original Purchaser do not agree to the
purchase of the 2010 Series A Bonds with interest rates and other terms allowable under the Act,
such other person or persons, firm or firms, bank or banks, corporation or corporations or such other
entity or entities as shall purchase the 2010 Series A Bonds directly from the Issuer; provided, that
the Original Purchaser and the Issuer shall agree to the purchase of the Bonds, including the exact
principal amount thereof and interest rate or rates thereon, all as defermined by the Certificate of
Determination.

“Outstanding,” when used with reference to the 2010 Series A Bonds and as of any
particular date, describes all Bonds theretofore and thereupon being issued and delivered except (a)
any Bond canceled by the registrar for such Bond at or prior to said date; (b) any Bond for the
payment of which moneys, equal to its principal amount, with interest to the date of maturity, shall
be held in trust under this Resolution and set aside for such payment (whether upon or prior to
maturity); (c) any Bond deemed to have been paid as provided by Section 9.01; and (d) with respect
to determining the number or percentage of Bondholders or Bonds for the purpose of consents,
notices and the like, any Bond registered to the Issuer.

“Participant” means one of the entities which dcpos1t securities, directly or mdlrectly, in
the Book-Entry System.

“Parity Bonds” means additional Bonds issued under the provisions and within the
limitations prescribed by Section 6.07 hereof.

" “Paying Agent” means the Bond Commission, and any successor thereto appointed in
accordance with Section 8.12 hereof. , :




“Principal Payment Date” means, with respect to a Bond, the date on which principal of
such Bond becomes due and payable, either by maturity, redemption, acceleration or otherwise.

“Prior Bonds” means, collectively, the Series 1988B Bonds, the Series 1993A Bonds, the

Series 1998B Bonds; the Series 1998C Bonds, the Series 1999A Bonds, the Series 2000A Bonds

and the Series 2008 A Bonds of the Issuer as more fully described in preambles hereto.

“Prior Resolution” means, collectively, the resolutions of the Issuer, as supplemented,
authorizing the Prior Bonds. .

‘“Private Business Use” means use directly or indirectly in a trade or business carried on by a

natural person, including ail persons “related” to such person within the meaning of Section

144(2)(3) of the Code, or in any activity carried on by a person other than a natural person,
including all persons “related” to such person within the meaning of Section 144(2)(3) of the Code,
excluding, however, use by a state or local governmental unit and use as a member of the general
public. All of the foregoing shall be determined in accordance with the Code, including, without
Timitation, giving due regard to “incidental use,” if any, of the proceeds of the issue and/or proceeds
used for “qualified improvements” if any.

“Purchase Price,” for the purpose of computation of the Yieid of the 2010 Series A Bonds,
has the same meaning as the term “issue price” in Sections 1273(b) and 1274 of the Code, and, in
general, means the initial offering price of the 2010 Series A Bonds to the public (not including
bond houses and brokers, or similar persons or organizations acting in the capacity of underwriters
or wholesalers), at which price a substantial amount of the 2010 Series A Bonds of each maturity is

sold or, if the 2010 Series A Bonds are privately placed, the price paid by the first buyer of the 2010 .

Series A Bonds or the acquisition cost of the first buyer. “Purchase Price,” for purposes of
computing Yield of Nonpurpose Investments, means the fair market value of the Nonpurpose.
Investments on the date of used of Gross Proceeds of the 2010 Series A Bonds for acquisition
thereof, or if later, on the date that Investment Property constituting a Nonpurpose Investment
becomes a Nonpurpose Investment of the 2010 Series A Bonds.

“Qualified Investments” means investments in any of the following:
(1)  Cash (insured at all times by the Federal Deposit Insurance Corporation);

2 Obligations of, or obligations guaranteed as to principal and interest by, the
U.S. or any agency or instrumentality thereof, when such obligations are backed by the full
faith and credit of the U.S.; :

(3)  Obligations of Government — Sponsored Agencies that are not backed by the
full faith and credit of the U.S. Government and which are rated “Aaa by Moody’s and
“AAA” by S&P or any successor thereto;

(4)  Interest bearing accounts, demand deposits, including interest bearing money
market accounts, time deposits, trust deposits, overnight bank deposits or certificates of
deposit which are fully secured by obligations of the type described in clause(2) or (3) above
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or which are issued by banks or trust companies, including, but not limited to the Trustee
and any of its affiliates, organized under the laws of the United States of America or any
state thereof, which have combined capital and surplus of at least $25,000,000;

(5)  U.S. dollar denominated deposit accounts, federal funds and bankers’
acceptances with domestic commercial banks which have a rating on their short term
certificates of deposit on the date of purchase of “P-1" by Moody’s and “A-1" or “A-1+" by
S&P and maturing not more than 360 calendar days after the date of purchase. (Ratings on
holding companies are not considered as the rating of the bank);

6) Commercial paper which is rated at the time of purchase in the single highest
classification, “P-1” by Moady’s and “A-1-+" by S&P and which matures not more than 270
- calendar days after the date of purchase; -

)] Investments in a money market fund rated “AAAmM” or “AAAm-G” or better
by S&P; ' o

& Pre-refunded Municipal Obligations defined as follows: any bonds or other
obligations of any state of the United States of America or of any agency, instrumentality or
local governmental unit of any such state which are not callable at the option of the obligor
prior to maturity or as to which irrevocable instructions have been given by the obligor to
call on the date specified in the notice; and

(A)  which are rated, based on an irrevocable escrow account or fund (the
“escrow”), in the highest rating category of Moody’s or S&P or any successors
thereto; or-

(B) (i) which are fully secured as to principal and interest and redemption
premium, if any, by an escrow consisting only of cash or obligations described in
paragraph (2) above, which escrow may be applied only to the payment of such
principal of and interest and redemption premium, if any, on such bonds or other
obligations on the Maturity Date or dates thereof or the specified redemption date or
dates pursuant to such irrevocable instructions, as appropriate, and (ii) which escrow
is sufficient, as verified by a nationally recognized independent certified public
accountant, to pay principal of and interest and redemption premium, if any, on the
bonds or other obligations described in this paragraph on the Maturity Date or dates
specified in the irrevocable instructions referred to above, as appropriate.

(9)  Municipal obligations rated “Aaa/AAA" or general obligations of States
with a rating of “A2/A” or higher by both Moody’s and S&P; and

(10) Investment Agreements (including repurchase agreements) provided by an
institution with a rating of at least “A2/A,” without regard to qualifier, numerical or
otherwise, by Moody’s and S&P.

“Rebate Fund” means the fund by that name established pursuant to Section 4.01 hereof.




“Record Date” means the-'day of the month which shall be so stated in the 2010 Series A
Bonds, regardless of whether such day is a Saturday, Sunday or legal holiday.

“Redemption Date” means the date fixed for redemption of the Bonds to be Refunded or
any other Bonds of the Issuer called for redemption.

“Redemption Price” means the price at which the Bonds to be Refunded or any other Bonds
of the Issuer may be called for redemption and includes the principal of and interest on such Bonds
to be redeemed, plus the interest and premium, if any, required to be paid to effect such redemption.

“Registraf’ means the bank appointed and approved as the Registrar for the 2010 Series A
Bonds in the Certificate of Determination, and any successor thereto and appointed in accordance
with Section 8.08 hereof.

“Regulations” means temporary and permanent regulations promulgated under the Code,
and inciudes applicable regulations promulgated under the Internal Revenue Code of 1954,

“Renewal and Replacement Fund” means the Renewal and Replacement Fund created by
the 1998 Resolution and continued hereby.

“Resolution” means this Resolution and all orders and resolutions supplemental hereto or
amendatory hereof.

“Revenue Fund” means the Revenue Fund created by the 1998 Resolution and continued
hereby.

“Secretary” means the Secretary of the Governing Body of the Issuer.

“Securities Depository” means DTC or its nominee, and its successors and assigns, or
any successor appointed under Section 3.11.

“State” means the State of West Virginia.

“Supplemental Resolution” means any resolution that is amendatory and supplemental
hereto.

“Surplus Revenues” means the Net Revenues not required by this Resolution to be set aside
and held for the payment of or security for the Bonds or any other obligations of the Issuer,
including, without limitation, the Renewal and Replacement Fund and any reserve accounts.

“System” means the complete properties of the Issuer for the collection, treatment,
purification or disposal of liquid or solid wastes, sewage or industrial wastes, as presently existing in
its entirety or any integral part thereof, and shall include any additions, improvements and
extensions thereto hereafter constructed or acquired for the System from any sources whatsoever.

10




“Tap Fees™ means the fees, if any, paid by prospective customers of the System in order to
connect thereto. SR ' _

“Tax Certificate” means the Tax Compliance Certificate of ihe Issuer, dated the Closmg.

Date and mc]uded in the transcript af which ﬂ'l.lS Resolution is a pazt. -

“Term Bonds” means Bonds subject to mandatory sm.lang fund rcdemptlon, as described by
Section 3.06 hereof: .

Words importing singular number shall inciude the plural number in cach case and vice
versa; words importing persons shall include firms and corporations and vice versa; and words
importing the masculine gender shall include the feminine and neuter genders and vice versa; and
any requirement for execution or attestation of the Bond or any certificate or other document by the
Chairman or the Secretary shall mean that such Bond, certificate of other document may be
executed or attested by an Acting Chamnan or Actmg Secretary

Addmonal terms and phrases are defined in thlS Resoluuon as they are . used Accounting
terms not specifically defined herein shall be given meaning in accordance with generally accepted
accountmg principles in effect as of the date of this Resolution,

The terms “herein,” “hereunder " “hereby,” “herete,” “hereof” and any similar terms refer to
this Resolution; and the term “hereafier” means aﬁer the date of adoption of this Resolution.

Artlcles, sections and subsections mentioned by number only are the respecuve articles,
sections and subsections of this Resolution so numbered.

Section 1.02. Authority for this Resolution, This Resolution is adopted pursuant to the
provisions of the Act and other applicable provisions of law.

Section 1.03. - Findings. The Governing Body hereby finds and determines as follows:

A, Thelssuerisa public service district and public corporation and political subdivision
of the State of West Virginia, in Jefferson County of said State.

B. The Issuer now owns and operates the System, the acquisition and construction of
which has been financed, in part, by the proceeds of the Outstanding Bonds. :

C. The Issuer currently has outstanding its (i) Sewer Revenue Bonds, Series 1988B,
dated May 5, 1988, issued in the original aggregate principal amount of $425,767 (the “Series
1988B Bonds”), (ii) Sewer Revenue Bonds, Series 1993A (West Virginia SRF Program), dated
November 10, 1993, issued in the original aggregate principal amount of $971,000 (the “Series
1993A Bonds™), (iii) Sewer Revenue Bonds, Series 1998B (West Virginia SRF Program), dated
June 25, 1998, issued in the original aggregate principal amount of $599,089 (the “Series 1998B
Bonds™), (iv) Sewer Revenue Bonds, Scries 1998C (West Virginia Infrastructure Fund), dated June
25, 1998, issued in the original aggregate principal amount of $662,039 (the “Serics 1998C
Bonds™), (v) Sewer Revenue Bonds, Series 1999A (West Virginia SRF Program), dated December
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8, 1999, 1ssued in the original aggregate principal amount of $378,363 (the “Series 1999A Bonds™),
(vi) Sewer Revenue Bonds, Series 2000A (West Virginia SRF Program), dated June 22, 2000,
issued in the original aggregate principal amount of $1,154,889 (the “Series 2000A Bonds”), and
(vii) Sewer Revenue Bonds, Series 2008 A (West Virginia SRF Program), dated June 18, 2008,

issued in the original aggregate principal amount of $2,005,000 (the “Series 2008A Bonds,” and -

collectively with the Series 1988B Bonds, the Series 1993A Bonds, the Series 1998B Bonds, the
Series 1998C Bonds, the Series 1999A Bonds, the Series 2000A Bonds and the Series 2008 A
Bonds, the “Prior Bonds”). The Prior Bonds are payable from and secured by Net Revenues of the

System.

The Issuer also has outstanding its Refunding Sewerage System Bond Anticipation Notes,
Series 2010, dated January 6, 2010, issued in the aggregate principal amount of $750,000. The
Notes are payable only from and secured by a first lien on (i) the proceeds of revenue bonds or other
obligations of the Issuer to be issued subsequent to the issuance of the Notes fo permanently finance

the costs of the Project; (ii) the proceeds of any grants received by the Issuer for the Project, and -

(ii) the Surplus Revenues, if any, of the System. The Notes are subordinate in all respects to the
Prior Bonds

D. The Issuer derives revenues from the System which are pledged for payment of the
Prior Bonds and the Notes. Except for such pledge thereof, said revenues are not pledged or
encumbered in any manner. - '

E. The Issuer intends to refund the Bonds to be Refunded in their emtirety with
proceeds of the 2010 Series A Bonds and other funds for the Issuer, to issue the 2010 Series A
Bonds and to pledge the Net Revenues of the System for payment thereof on a parity with the Prior
Bonds and senior and prior to the Notes.

F. The 2010 Series A Bonds shall be issued on a parity with the Prior Bonds with
respect to liens, pledge and source of and security for payment and in all other respects. The Issuer
has met the coverage requirements for issuance of parity bonds set forth in the Prior Resolutions and
has substantially complied with all other parity requirements, except to the extent (hat
noncompliance with any such other parity requirements is not of a material nature. Prior to the
issuance of the 2010 Series A Bonds, the Issuer will obtain the written consent of the Authority to
the 1ssuance of the 2010 Series A Bonds on a parity with the Authority Bonds. Other than the Prior
Bonds, there are no outstanding bonds or obligations of the Issuer which are secured by revenues or
assets of the system. The Notes are secured, in part, by the Surplus Revenues, if any, of the System.

G. The estimated revenues to be derived in each year from the operation of the System
after the refunding and defeasance of the Bonds to be Refunded will be sufficient to pay all
Operating Expenses of the System and the principal of and interest on the Prior Bonds and the 2010
Series A Bonds and to make all other payments provided for in this Resolution. -

H. Based upon the assumed principal amount, maturity schedule and interest rates for

the 2010 Series A Bonds presented to the Issuer by the Original Purchaser, and after making
allowance for the use of cash on hand of the Issuer, the 2010 Series A Bonds show a net present
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value debt service savings to the Issuer after deducting all expenses of the refunding and the costs of
issuing the 2010 Series A Bonds.

L The Issuer shail not sell the 2010 Series A Bonds without having first obtained the
prior written consent of the Authority or without approving the actual principal amount, maturity
schedule and interest rates for the 2010 Series A Bonds as set forth in the Certificate of
Determination, and the Issuer shall not issue the 2010 Series A Bonds without having obtained from
an independent certified public accountant or finrm of independent certified public accountants, a
certification that the amount of savings stated to be achieved by the refunding shall in fact be saved,
based upon their review, comparison and analysis of the net interest cost in_dollars of the 2010
Series A Bonds and the net interest cost in dollars of the Bonds to be Refunded.

J. Subject to the determination and Certificate of Determination required by paragraph
H above, it is in the best interest of the Issuer, and the residents thereof, that the Issuer issue the
2010 Series A Bonds and secure the 2010 Series A Bonds by a pledge and assignment of the Net
Revenue derived from the operation of the System, the moneys in the 2010 Series A Bonds Sinking
Fund and the 2010 Series A Bonds Reserve Account, unexpended proceeds of the 2010 Series A
Bonds and as further set forth herein.

K. The 2010 Series A Bonds and the Certificate of Authentication and Registration to
be cndorsed thereon are to be in substantially the forms set forth in Exhibit A- BOND FORM
attached hereto and incorporated herein by reference, with necessary and appropriate variations, -
omissions and insertions as permitted or required by this Resolution or as deemed necessary by the
Registrar or the Issuer. _

L. All things nccessary to make the 2010 Series A Bonds, when authenticated by the
Registrar and issued as in this Resolution provided, the valid, binding and legal special obligations
of the Issuer according to the import hereof, and to validly pledge and assign those funds pledged
hereby-to the payment of the principal of and interest on the 2010 Series A Bonds, will be timely
done and duly performed.

M. The adoption of this Resolution, and the execution and issuance of the 2010 Series A
Bonds, subject to the terms thereof, will not result in any breach of, or constitute a default under,
any instrument to which the Issuer is a party or by which it may be bound or affected.

Section 1.04. Resolution Constitutes Contract. In consideration of the acceptance of the
2010 Series A Bonds by those who shall own or hold the same from time to time, this Resolution
shall be deemed to be and shall constitute a contract between the Issuer and such Bondholders, and
the covenants and agreements herein set forth to be performed by the Issuer shall be for the equal
benefit, protection and security of such Bondholders of any and all of such 2010 Series A Bonds, all
of which shall be of equal rank and without preference, priority or distinction between any one
Bond and any other Bond, by reason of pricrity of issuance or otherwise, except as expressly
provided therein and herein.
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ARTICLE I

AUTHORIZATION OF REFUNDING, APPROVAL OF
DOCUMENTS AND CERTIFICATE OF DETERMINATION
AND AUTHORIZATION OF EXECUTION OF DOCUMENTS

Section 2.01. Authorization of Refunding. All Bonds to be Refunded that are Outstanding
as of the date of issuance of the 2010 Series A Bonds are hereby ordered to be refunded pursuant to
the terms of the Escrow Agreement, and the pledge of Net Revenues in favor of the Holders of the -
Bonds to be Refunded imposed by the 1998 Resolution, the moneys in the funds and accounts
created by the 1998 Resolution pledged to payment of the Bonds to be Refunded, and any other
funds pledged by the 1998 Resolution to payment of the Bonds to be Refunded are hereby ordered
terminated, discharged and released upon the payment into the Escrow Deposit Fund flom the
proceeds of the 2010 Series A Bonds and from other moneys available therefor, of the following:
(a) if required by the Fscrow Agreement, an amount equal to the fiscal and paying agent charges
and the Escrow Agent charges to become due and payable in connection with the Bonds to be
Refunded; and (b) an amount which will be simultaneously invested in Government Obligations
bearing interest and having maturities sufficient, together with certain cash which may also be
deposited, to provide for the payment of the principal of an interest on the Bonds to be Refunded as
the same become due, plus the premium, if any, to the first permitted Redemption Date thereof, and
on the Redemption Date thereof, and on the Redemption Date to pay the Redemption Price of the
Bonds to be Refunded, all set forth in the Escrow Agreement. Contemporaneously with the deposit
of the proceeds of the 2010 Series A Bonds and other moneys into the Escrow Deposit Fund, the
amounts on deposit in the sinking fund, including the reserve account therein, created and
maintained on behalf of the Bonds to be Refunded shall be released from the lien created by the
1998 Resolution and deposited in the Escrow Deposit Fund, the 2010 Series A Bonds Reserve -
Account or such other fund or account as shall be set forth in the Escrow Agreement and invested as

provided therein.
Section 2.02. - Details of the 2010 Series A Bonds.

()  The 2010 Series A Bonds shall contain a recital that they are issued pursuant to the
Act.

{b) The 2010 Senes A Bonds shall have the followmg terms within the foilowmg limits,
as established in the Certificate of Determination:

4} | The 2010 Series A Bonds will be issued in such series and in such original
principal amounts (the “Original Principal Amounts”) as determined in the
Certificate of Determination.

(2)  The 2010 Series A Bonds will be dated as dctermined in the Certificate of
Determination. The date of the 2010 Series A Bonds will not be later than April 1,
2011.
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(3) The 2010 Series A Bonds will mature over a period of years as determined in
the Certificate of Determination, in serial maturities or term maturities. The final
maturity date will be not later than October 1, 2028. Term maturities may be subject
to mandatory sinking fund redemption as provided in the Certificate of
Determination. The maturity schedule in the Certificate of Determination will be
based on the recommendation of the Underwriter and the approval of the District
through the Certificate of Determination. The first principal payment of the 2010
Series A Bonds, either by serial maturity or mandatory sinking fund redemption will
not be later than the date set forth in the Certificate of Determination.

(4)  The 2010 Series A Bonds will be fixed rate bonds and the interest rates shall
be set forth in the Certificate of Determinatiorn.

, (5)  The interest on the 2010 Scnes A Bonds will be payable on the Hiterest
/ Payment Date.

(6) The 2010 Series A Bonds shall be subjéct to redemption in the manner and
under the circumstances set forth in the Certificate of Determination.

Section2.03. - Certificate of Determination for the Issuance of the 2010 Series A Bonds.
The Chairman, Secretary and Treasurer of the Board shall cach have the power and authority to
execute and deliver the Certificate of Determination, in accordance with Section 2.02, which may
include, without limitation, provisions (i) fixing the series and Original Principal Amount of the
2010 Series A Bonds to be issued at an aggregate amount not to exceed $1,975,000, (ii) fixing the
maturity or maturities of the. 2010 Series A Bonds, including the amounts of sertal bonds and term
bonds, provided that no such maturity shall be later than October 1, 2028, (iii) fixing the interest
rates for the 2010 Series A Bonds, which interest rates shall not in the aggregate exceed seven and
Y percent (7.5%) pe{ annum, (iv) fixing the amounts, times, terms and conditions of mandatory or
optional redemption: he 2010 Series A Bonds, (v) fixing the purchase price for the 2010 Series A
Bonds, which may include an underwriting discount and an original issue discount or premium, (vi)
fixing the date or dai - of the 2010 Series A Bonds, (vii) fixing the interest payment datcs and the
principal payment date, and (viii) designating the Depository Bank, the Registrar and providers of
other services which; 1y be deemed by such officer executing the Certificate of Determination as
necessary or desirabl: .o support the 2010 Series A Bonds, to the extent applicable.

Section 2.04% Approval of Other Documents. The forms, terms and provisions of the .
Certificate of Determination, Escrow Agreement, Purchase Contract, and Continuing Disclosure
Agreement (collectiy; , the “Closing Documents”), substantially in the forms attached hereto as -
Exhibit B, Exhibit C; J:xlublt D and Exhibit E prcsented at this meeting, providing for the issuance
of the Bonds for the ~irposes set forth herein are in all respects approved, the execution of the
Closing Documents &k, he Chairman, Secretary or Treasurer of the Board to be conclusive evidence

of such approval.

The Chairman, Secretary and Treasurer of the Board are each authorized and empowered for
and on behalf of the { 1er to execute, acknowledge and deliver each of the Closing Documents, in
substantially the forrm presented at this meeting, with such changes therein as such Chairman,
Secretary and Treasrrer execiting the same may deem necessary or desirable, such officer’s

i
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execution of each of the Closing Documents to be conclusive evidence of such officer’s approval of
such changes. In addition, the Chairman, Secretary and Treasurer of the Board upon consultation
with counsel to the Issuer, are each authorized and empowered for and on behalf of the Issuer to
execute, acknowledge and deliver such other agreements, documents, certificates or instruments,
required to consummate the transactions contemplated by the Closing Documents (the “Other
Transaction Documents™) upon such terms and conditions as such officer shall deem acceptable to
the Issuer; and such officer’s execution of each of the Other Transaction Documents shall be
conclusive evidence of such offices’s approval of the terms and conditions thereof. The Secretary is
hereby further authorized and empowered to affix the seal of the Issuer and to attest to the same for
and on behalf of the Issuer in connection with the execuuon of any of the Closing Documents or
Other Transaction Documents.

The Chairmah, Secretary and Treasurer of the Board are each hereby authorized to take any
action, execute any document, or give any consent which may from time to time be required by the
Issuer under any of the aforesaid documents or this Resolution. Any such action taken or document
executed or consent given by such officer in his or her capacity as an officer of the Board shall be
deemed to be an act by the Issuer and any such action, execution or consent shall be conclusive
evidence that the same is authorized by this Resolution. -

" As specifically provided in the Act, no recourse shall be had by any person for any claims
based on any of the aforesaid documents or any instraments or documents related thereto against
any official, member, director, officer or employee of the Issuer aﬂegmg personal liability on the -
part of such person.

Sectlon 2.05. Disclosure' Documents. The counsel for the Underwriter shall prepare. a
disclosure document in the form of a preliminary official statement (the “Preliminary Official
Statement™), substantially in the form attached hereto as Exhibit F presented at this-meeting. The
Board authorizes and directs the Chairman of the Board, after consultation with the Issuer’s legal
counsel, to approve the form and substance of the Preliminary Official Statement. The Board
authorizes the Underwriter to use and distribute, or authorize the use and distribution of, that
Preliminary Official Statement.  The Board authorizes the Chairman, Secretary and Treasurer to
prepare or cause to be prepared, and to make or authorize modifications, completions or changes of
or supplements to, a final official statement for the Bonds (the “Final Official Statement” and,
together with the Preliminary Official Statement, the “Official Statement™) and to use and
distribute, or authorize the use and distribution of, the Official Statement and any supplements in
connection with the issuance of the Bonds. The Board firther authorizes and directs the Chairman,
Secretary or Treasurer of the Board to determine, and to certify or otherwise represent, when the
Preliminary Official Statement is to be “deemed final” (except for permitted omissions) and when
the Final Official Statement is a “final official statement” for purposes of Securities and Exchange
Commission Rule 15¢2-12 (the “SEC Rule™} and to sign the Final Official Statement on behalf of
the lssuer, together with certificates, statements or other documents, in connection with the finality,
accuracy and completeness of the Official Statement. The signing of the Final Official Statement by -
the Chairman, Secretary or Treasurer will constitute conclus:ve evidence of the approva.l of those
changes to the Final Official Statement '
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ARTICLE III

THE BONDS

Section 3.01. Form and Payment of Bonds. No Bond shall be issued pursuant to this
Resolution except as provided in this Article III. Any Bonds issued pursuant to this Resolution after
the issuance of the 2010 Series A Bonds, as hereinafter provided, may be issued only as fully
registered Bonds without coupons, in the denomination of $5,000 or any integral multiple thereof
for any year of maturity. Bonds shall bear interest from the. Interest Payment Date next preceding
the date-of authentication or, if authenticated after the Record Date but prior to the applicable
Interest Payment Date or on such Interest Payment Date, from such Interest Payment Date or, if no
interest on such Bonds has been paid, from the date thereof; provided however, that, if, as shown by
the records of the Registrar, interest on such Bonds shal be in default, Bonds issued in exchange for
Bonds surrendered for transfer or exchange shall bear interest from the date to which interest has
been paid in full on the initial Bonds surrendered.

The principal of and the premium, if any, on the 2010 Series A Bonds shall be payable in
. any coin or currency which, on the respective date of such payment, is legal tender for the payment
of public and private debts under the laws of the United States of America upon surrender at the
principal office of the Paying Agent. Interest on the Bonds shall be paid by check or draft- made
payable and mailed to the Holder thereof at his address as it appears in the Bond Register at the
close of business on the Record Date, or, if requested, in the case of a Registered Owner of
$500,000 or more of the Bonds, by wire transfer to a domestic bank account specnﬁed in writing at
least 5 days prior to such Interest Payment Date by such Registered Owner. :

In the event any Bond is redeemed in part, such bond shall be surrendered to and canceled
by the Registrar, and the Issuer shall execute, and the Registrar shall authenticate and deliver to the
Holder thereof, another Bond in the principal amount of said Bond then Outstanding.

. Section 3.02. Executlon of Bonds. The 2010 Series A Bonds shall be executed in the
name of the Issuer by the Chairman, by his or her manual or facsimile signature, and the seal of the
Issuer shall be affixed thereto or imprinted thereon and attested by the Secretary by his or her
manual or facsimile signature; provided, that, all such signatures and the seal may be by facsimile.
In case any one or more of the officers who shall have signed or scaled any of the Bonds shall cease
to be such officer of the Issuer before the Bonds so signed and sealed have been actually sold and
delivered, such Bonds may nevertheless be sold and delivered as herein provided and may be issued
as if the person who signed or sealed such Bonds had not ceased to hold such office. Any bonds
may be signed and sealed on behalf of the Issuer by such person as at the actual time of the
execution of such Bonds shall hold the proper office in the Issuer, although at the date of such
Bonds such person may not have held such officc or may not have been so authorized.

Section 3.03. Authentication and Registration. No Bond shall be valid or obligatory for
any purpose or entitled to any security or benefit under this Resolution unless and until the
Certificate of Authentication and Registration on such Bond, substantiaily in the form set forth in
Exhibit A — BOND FORM attached hereto and incorporated herein by reference with respect to the
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2010 Series A Bonds, shall have been duly manually executed by the Registrar. Any such manually
executed Certificate of Authentication and Registration upon any such Bond shall be conclusive
evidence that such Bond has been authenticated, registered and delivered under this Resolution.
The Certificate of Authentication and Registration on any Bond shall be deemed to have been
executed by the Registrar if signed by an authorized officer of the Registrar but it shall not be
necessary that the same officer sign the Certificate of Authentication and Reg15trat10n on all of the
Bonds issued hereunder.

Section 3.04. Negotiability and Registration. .Subject to the requirements for transfer set

forth below, the 2010 Series A Bonds shall be, and have all of the qualities and incidents of;

negotiable instruments under the Uniform Commercial Code of the State, and each successive
Holder, in accepting any of said Bonds, shall be conclusively deemed to have agreed that such
Bonds shall be and have all of the qualities and incidents of negotiable instruments under the

Uniform commercial code of the State, and each successive Holder shall further be conclusively
deemed to have agreed that said Bonds shall be incontestable in the hands of a bona fide holder for

value.

So long as any of the 2010 Series A Bonds remains Qutstanding, the Registrar shall keep
and maintain books for the registration and transfer of the Bonds. Bonds shall be transferable only
by transfer of registration upon the Bond Register by the registered owner thereof in person or by

his attorney or legal representative duly authorized in writing, upon surrender thereof, together with -

a written instrument of transfer satisfactory to the Registrar duly executed by the registered owner
or such duly authorized attorney or legal representative. Upon transfer of a Bond, there shall be

‘issued at the option of the Holder or transferee another Bond or Bonds of the aggregate principal -

amount equal to the unpaid amount of the transferred Bond and of the same series, interest rate and
maturity of said transferred Bond.

Upon surrender thereof at the office of the Registrar with a written instrument of transfer
satisfactory to the Registrar and duly executed by the registered owner or his attoney or legal
representative duly authorized in writing, Bonds may at the option of the Holder thereof be
exchanged for an equal aggregate principal amount of Bonds of the same series, maturity and
interest rate, in any authorized denominations. :

In all cases in which the privilege of transferring or exchanging a 2010 Series A Bond is
exercised, Bonds shall be delivered in accordance with the provisions of this Resolution. All Bonds
surrendered in any such transfer or exchange shall forthwith be canceled by the Registrar. Transfers
of Bonds, the initial exchange of Bonds and exchanges of Bonds in the event of partial redemption
of fully registered Bonds shall be made by the Registrar without charge to the Holder or the
transferee thereof, except as provided below. For other exchanges of Bonds, the Registrar may
impose a service charge. For every such transfer or exchange of bonds, the Registrar may make a
charge sufficient 10 reimburse its office for any tax or other governmental charge required to be paid
with respect to such transfer or exchange as a condition precedent to the exercise of the privilege of
making such transfer or exchange. The Registrar shall not be obliged to make any such transfer or
exchauge of Bonds that have been called for. redcmpnon
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Section 3.05. Bonds Mutilated, Destroyed, Stolen or Lost. In case any 2010 Series A
Bonds shall become mutilated or be destroyed, stolen or lost, the Issuer may execute, in its
discretion, and the Registrar shall authenticate, register and deliver any new Bond of like series,
maturity and principal amount as the Bond, so mutilated, destroyed, stolen or lost, in exchange an
upon surrender and cancellation of, such mutilated Bond, or in ieu of and substitution for the Bond

destroyed, stolen or lost, an upon the Holder’s furnishing the Issuer and Registrar proof of his .

ownership thereof and that said Bond has been destroyed, stolen or lost and satisfactory indemnity
and complying with such other reasonable regulations and conditions as the Issuer or the Registrar

may prescribe and paying such expenses as the Issuer or the Registrar may incur. The name of the -

Bondhoider listed in.the Bond Register shall constitute proof of ownership. All Bonds so
surrendered shall be submitted to and canceled by the Registrar, and evidence of such cancellations

shall be given to the Issuer, by and through the Registrar, may pay the same, upon being

mdemmfied as aforesaid, and, if such Bond be lost, stolen or destroyed without surrender therefor.

Any such duplicate Bonds issued pursuant to thzs section shall constitute original, additional
contractual obligations on the part of the Issuer, whether or not the lost, stolen or destroyed Bonds
be at any time found by any one, and such duplicated Bonds shall be entitled to equal and
proportionate benefits and rights as to lien and source of and security for payment from the
Revenues pledged herein with all other Bonds issued hereunder. :

- Section 3.06. Term Bonds. In the event Term Bonds are issued pursuant to this.

Resolunon, the following provisions shall apply:

A.:~  The amounts to-be deposited, apportioned and set apart by the Issuer from the
Revenue Fund and into the 2010 Series A Bonds Redemption Account in accordance with
Subsection 4.03A(2) shall include (after credit as provided below) on the first of each month,
beginning on the first day. of that month with is 12 months prior to the first mandatory Redemption
Date of said Term Bonds, a sum equal to 1/12" of the amount required to redeem the principal

amount of such Termn Bonds which are to be redeemed as of the next ensuing mandatory

Redemption Date, which amounts and dates, if any, with respect to a series of Bonds shall be set
forth in Certificate of Determination relating thereto.

B. At its option, to be exercised on or before the 60™ day next preceding any such
mandatory Redemption Date, the Issuer may (a) deliver to the Registrar for cancellation such Term
Bonds in any aggregate principal amount desired or (b) receive a credit in respect of its mandatory
redemption obligation for any such Term Bonds which prior to said date have been redeemed
(otherwise than pursuant to this section) and canceled by the Registrar and not theretofore applied as
a credit against any such mandatory redemption obligation, Each Term Bond so delivered or
previously redeemed shall be credited by the Registrar at 100% of the principal amount thereof

against the obligation of the Issuer on such mandatory Redemption Date, and Term Bonds delivered .

in excess of such mandatory redemption obligation shall be credited against future mandatory
redemption obligations in the order directed by the Issuer, and the principal amount of such Term
Bonds to be redeemed pursuant to mandatory sinking fund redempnon shall be accordingly
reduced.
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C. The Issuer shall on or before the 60™ day next preceding each mandatory
Redemption Date furnish the Registrar and the Bond Commission with its certificate indicating
whether and to what extent the provisions of (a) and (b) of the preceding paragraph are to be utilized
with respect to such mandatory redemption payment and stating, in the case of the credit provided
for in (b) of the preceding paragraph, that such credit has not theretofore been applied against any
mandatory redemption obligation. :

D. After said 60" day but prior to the date on which the Registrar selects the Term -
Bonds to be redeemed, the Bond Commission may use the moneys in the 2010 Series A Bonds
Redemption Account to purchase Term Bonds at a price less than the par value thereof and accrued
interest thereon. The Bond Commission shall advise the Issuer and the Registrar of any Term
Bonds so purchased, and they shall be credited by the Registrar at 100% of the principal amount
thereof against the obligation of the Issuer on such mandatory Redemption Date, and any excess
shall be credited against future mandatory redemption obligations in the order directed by the Issuer,
and the principal amount of such Term Bonds to be redeemed pursuant to mandatory sinking fund
redemption shall be accordingly reduced. L

E. The Registrar shall call for redemption, in the manner provided herein, an aggregate
- principal amount of such Term Bonds, at the principal amount thereof plus interest accrued to the
Redemption Date (interest to be paid from the 2010 Series A Bonds Sinking Fund), as will exhaust
as nearly as practicable such 2010 Series A Bonds Redemption Account payment designated to be
made in accordance w1th paragraph (A) of this section. Such redemptlon shall be by random
selection made on the 45™ day preceding the mandatory Redemption Date, in such manner as may
be- determined by the Registrar. For purposes of this section, “Term Bonds” shail mclude any
portion of a fully registered Term Bond, in integrals of $5,000.

Sectlon 3.07. Nouce of Redemption. Unless waived by any Holder of thc 2010 Series A
Bonds to be redeemed, official notice of any redemption shall be given by the Registrar on behalf of
the Issuer by mailing a copy of an official redemption notice by registered or certified main at least
30 days and not more than 60 days prior to the date fixed for redemption to the Original Purchaser
and the registered owner of the Bond or Bonds to be redeemed at the address shown on the Bond
Register or at such other address as is furnished in writing by such registered owner to the Bond

Registrar.

So Long as DTC (as CEDE & CO.) is the registered Owner of the 2010 Series A Bonds, the
Registrar shall send all notices of redemption to DTC and shall verify that DTC has received notice.
Copies of all redemption notices relating to optional redemption of the 2010 Series A Bonds shall
also be sent to registered securities depositories and to Standard & Poor’s Called Bond Record.

All official notices of redemption shatl be dated and shall state:

(1) The Redemption Date,

(2)  The Redemption Price,
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(3)  Ifless than ali outstanding Bonds are to be redeemed, the identification {and,
in the case of partial redemption, the respective principal amount) of the Bonds to be
redeemed, .

(4)  That on the Redemption Date the Redemption Price and interest accrued will
become due and payable upon each such Bond or portion thereof called for redemption, and
that interest thereon shall cease to accrue from and after said date,

(5)- The place where such Bonds are to be surrendered for payment of the
Redemption Price, which place of payment shall be the principal office of the Registrar, and

()] Such other information, if any as shall be required for DTC-Eligible Bonds.

~If funds sufficient to redeem all Bonds called for optional redemption have not been
deposited with the Paying Agent at the time of mailing any notice of optional redemption, such
notice shall also state that such optional redemption is subject to the deposit of such money with the
Paying Agent on or before the Redemption Date. If such moneys are not so deposﬁcd the Registrar
shall notify all holders of Bonds called for redemption of such fact.

Official notice of redemption having been given as aforesaid, the Bonds or portions of .

Bonds so to be redeemed shall, on the Redemption Date, become due and payabie at the
Redemption Price therein specified, and from and after such date (unless the Issuer shall default in
the payment of the Redemption) such Bonds or portions of Bonds shall cease to bear interest. Upon
surrender of such Bonds for redemption in accordance with said notice, such bonds shall be paid by
the Registrar at the Redemption Price. Installments of interest due on or prior to the Redemption
Date shall be payabie as herein provided for payment of interest. Upon surrender for any partial
redemption of any Bond, there shall be prepared for the registered owner a new Bond or Bonds of
the same maturity in the amount of the unredeemed principal of such Bond. Ali Bonds which have
been redeemed shall be canceled and destroyed by the Bond Registrar and shall not be reissued.

Failure to receive such notice or any defect therein or in the mailing thereof shall not affect
the validity of proceedings for the redemption of Bonds, and the failure to mail or otherwise send
such notice shall not affect the validity of proceedings for the redemption of any portion of Bonds
for which there was no such failure. .

Section 3.08. Persons Treated as Owners. The Issuer, the Registrar and any agent of the
Issuer or the Registrar may treat the person in whose name any Bond is registered as the owner of -
such Bond for the purpose of receiving payment of the principal of, and interest on, such Boad and
for all other purposcs, whether or not such Bond is overdue.

Section 3.09. Temporary Bonds. Until Bonds of any series in definitive form are ready for
delivery, the Issuer may execute and the Registrar shall authenticate, register, if applicable, and
deliver, subject to the same provisions, limitations and conditions set forth in this Article [II, one or
more printed lithographed or typewritten Bonds in temporary form, substantially in the form of the
definitive Bonds of such series, with appropriate omissions, variations and insertions, and in
authorized denominations. Until exchanged for Bonds in definitive form, such Bonds in temporary
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form shall be entitled to the lien and benefit created under this Resolution. Upon the presentation
and surrender of any Bond or Bonds in temporary form, the Issuer shall, without unreasonable
delay, prepare, execute and deliver to the Registrar, and the Registrar shall authenticate, registers, if
applicable, and deliver, in exchange therefor, a Bond or Bonds in definitive form., Such exchange
shall be made by the Registrar without making any charge therefor to the Holder of such Bond in

temporary form.

Section 3.10. Authorization of Bonds. For the purposes of paying a portion of the costs of
refunding all of the Bonds to be Refunded of the Issuer, funding the 2010 Series A Bonds Reserve

Account and paying costs in connection therewith, there shall be issued the 2010 Series A Bonds of”

the Issuer, in an aggregate principal amount of not more than $1,975,000. The 2010 Series A Bonds
shall be designated “Sewer Refunding Revenue Bonds, 2010 Series A” and shall be issued in fully
registered form, in Authorized Denominations for any year of maturity, not exceeding the aggregate
principal amount of 2010 Series A Bonds maturing in the year of maturity for which the
denomination is to be specified. The 2010 Series A Bonds shall be numbered from AR-1
consecutively upward. The 2010 Series A Bonds shall be dated; shall be in such aggregate principal
amount; shall bear interest at such rate or rates, not exceeding the then legally. permissible rate,
payable semiannually on such dates; shall mature on such dates and in such amounts; shall be
subject to such mandatory and optional redemption provisions; and shall have such other terms, all
as the Issuer shall prescribe herein.

- Section 3.11. Book Entry System for Bonds.
" The Bonds shall be initially issued in the name of Cede & Co., as nominee for.DTC as

the initial Securities Depository and registered owner of such Bonds, and held in the custody of -

the' Securities Depository. A single certificate will be issued and delivered to the Securities
Depository, or a custodian thereof, for the Bonds. The Beneficial Owners will not receive
physical delivery of Bond certificates except as provided herein. For so long as the Securities

Depository shall continue to serve as securities depository for such Bonds as provided herein, all .

transfers of beneficial ownership interests will be made by book-entry only on the records of the
Securities Depository, and no investor or other party purchasing, selling or otherwise transferring

beneficial ownership of such Bonds is to receive, hold or deliver any Bond certificate. The -

Issuer and Paying Agent will recognize the Securities Depository or its nominee as the
Bondholder of such Bonds for all purposes, including payment, notices and voting,

The Issuer and the Paying Agent covenant and agree, so long as DTC shall continue to
serve as Securities Depository for the Bonds, to meet the requirements of DTC with respect to
required notices and other provisions of any letter of representations executed with respect to, or
any blanket letter of representations applicable to, the Bonds.

The Issuer and the Paying Agent may conclusively rely upon (i) a certificate of the
Securities Depository as to the identity of the Participants in the Book-Entry-System and (ii) a
certificate of any such Participant as to the identity of, and the respective principal amount of
Bonds beneficially owned by, the Beneficial Owners.

Whenever, during the term of the Bonds, the beneficial ownership thereof is determined
by a book-entry at the Securities Depository, the requirements in this Resolution of holding,
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delivering or transferring Bonds shall be deemed modified to require the appropriate person to
meet the requirements of the Securities Depository as to registering or registering the transfer of
the book-entry to produce the same effect. 'Any provision hereof permitting or requiring delivery
of Bonds shall, while the Bonds are in a Book-Entry System, be satisfied by the notatlon on the
books of the Securities Deposnory in accordance with applicable law.

The Paying Agent and the Issuer may from time to time appoint a successor Securities
Depository and enter into an agreement with such successor Securities Depository to establish
procedures with respect to the Bonds consistent with current industry practice. Any successor
Securities Depository shall be a “clearing agency” registered under Section 17A of the Securities
Exchange Act of 1934, as amended,

The Issuver nor the Paying Agent will have any responsibility or obligation to any,j

Securities Depository, any Participants in the Book-Entry System or the Beneficial Owners with
respect to (i) the accuracy of any records maintained by the Securities Depository. or any
Participant; (ii) the payment by the Securities Depository or by any Participant of any amount
due to any Beneficial Owner in respect of the principal amount or redemption or Purchase Price
of, or interest on, any Bonds; (iii) the delivery of any notice by the Securities Depository or any
Participant; (iv) the selection of the Beneficial Owners to receive payment in the event of any
partial redemption of the Bonds; or (v} any other action taken by the Securities Depository or any
Participant.

Bond certificates are required to be delivered to and registered in the name of the
Beneficial Owner if the Securities Depository determines to discontinue providing its service
with respect to the Bonds and no successor Securities Depository is appointed as described
above. Such a determination may be made at any time by giving 30 days’ notice to the Issuer,
and the Paying Agent and discharging its responsibilities with respect thereto under applicable
law,

The Paying Agent is hereby authorized to make such changes to the form of the Bond
attached hereto as Exhibit A which are necessary or appropriate to refiect whether the Book-
Entry System is not in effect, that a successor Securities Depository has been appointed.

If at any time, the Securities Depository ceases to hold the Bonds, all references herein to
the Securities Depository shall be of no further force or effect, :

Section 3.12. Delivery of Bonds.  The Issuer shall execute and deliver the 2010 Series

A Bonds to the Registrar, and the Registrar shall authenticate, register and deliver the 2010 Series A
Bonds to the Original Purchaser upon receipt of the documents set forth below:

(A) A list of the names in which the 2010 Series A Bonds are to be registered upon
original issuance, together with such taxpayer 1dennf' cation and other inforrnation as the Registrar

may reasonably require;

(B) A request and authorization to the Registrar on behalf of the Issuer, signed by an
Authori_zed Of’ﬁc;-r, to authenticate and deliver the 2010 Series A Bonds to the Original Purchaser;
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(C)  Copy of this Resolution certified by the Secretary;
(D) Copyofthe Certificate of Defermination; |

(E)  The unqualified approving opinion upon the 2010 Series A Bonds by Bond Counsel;
and

(¥ A copy of the Escrow Agreement and such other documents, certifications and
verifications as the Original Purchaser may reasonably require. .

Section 3.13. Form of Bonds. The definitive 2010 Series A Bonds shall be in substantially
the form set forth in Exhibit A — BOND FORM attached hereto and incorporated herein by
reference, with such necessary and appropriate omissions, insertions and variation as are approved
by those officers executing such 2010 Series A Bonds on behalf of the Issuer and execution thereof
by such officers shall constitute conclusive evidence of such approval. : '

‘Section3.14. Disposition of Proceeds of Bonds. Upon the issuance and delivery of the
2010 Series A Bonds, the Issuer shali forthwith deposit the proceeds thereof as follow:

A, All interest accrued on the 2010 Series A Bonds from the date thereof to the date of
delivery thereof shall be deposited in the 2010 Series A Bonds Sinking Fund and applied to
payment of interest on the 2010 Series A Bonds on the first Interest Payment Date.

B. An amount of the proceeds of the 2010 Series A Bonds which together with other
moneys or securities deposited therein and the eamings thereon, shall be sufficient to accomplish
the refunding and defeasance of the Bonds to be Refunded (which amount shall be set forth in the
Escrow Agreement) shall be deposited in the Escrow Deposit Fund. :

C. An amount of the proceeds of the 2010 Series A Bonds equal to the 2010 Series A
Bonds Reserve Requirement shall be remited to the Bond Commission for deposit in the 2010
Series A Bonds Reserve Account; provided that, to the extent the 2010 Series A Bonds Reserve
Requirement is satisfied in whole or in part from proceeds of any fund or account established for the
Bonds to be Refunded pursuant to the 1998 Resolution, proceeds of the 2010 Series A Bonds shall
be deposited in the 2010 Series A Bonds Reserve Account only to the extent needed to satisfy the
balance of the 2010 Series A Bonds Reserve Requirement.

D. - An amount of the proceeds of the 2010 Series A Bonds which shall be sufficient to
pay all costs of issnance shall be deposited with the Depository Bank in the Costs of Issuance Fund
and shall be drawn out, used and applied by the Issuer solely to pay costs of issuance of the 2010
Series A Bonds and miscellaneous costs of refunding the Bonds to be Refunded at the written
direction of the Issuer. All such costs of issuance shall be paid within 60 days of the Closing Date.
Moneys not to be applied immediately to pay such costs of issuance and refunding may be invested
in accordance with this Resolution, subject however, to applicable yield restrictions as may be in
effect under the Code. If for any reason such proceeds, or any part thereof, are not necessary for, or
are not applied to such purpose within 6 months after the Closing Date, such unapplied proceeds
shall be transferred by the Issuer to the 2010 Series A Bonds Redemption Account. All such
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proceeds shall constitute a trust fund for such purposes, and there hereby is created a lien upon such
money until so applied in favor of the Holders of the 2010 Series A Bonds.

E. The balance of any proceeds of the 2010 Series A Bonds and any moneys in any
fund or account established for the Bonds to be Refunded pursuant to the 1998 Resolution, not used
for any of the purposes set forth above, shall be deposited in the 2010 Series A Bonds Redemption
Fund and applied to redeem the 2010 Series A Bonds on the first redemption date. All such
proceeds shall constitute a trust fund for such purposes, and there hereby is created a lien upon such
moneys until so applied in favor of the Holders of the 2010 Series A Bonds.

Section 3.15. Designation of Bonds as “Qualified Tax-Exempt Obligations”. The Issuer
hereby designates the 2010.Series A Bonds as “qualified tax-exempt obligations™ for purposes of
Section 265(b)3)(B) of the Code and covenants that the 2010 Series A Bonds do not constitute
private activity bonds as defined in Section 141 of the Code, and that not more than $30,000,000
aggregate principal amount of obligations the interest on which is excludable (under Section 103(a)
of the Code) from gross income for federal income tax purposes (excluding, however, obligations
issued to currently refund any obligations of the Issuer to the extent the amount of the refunding
obligation does not exceed the amount of the refunded obligation and private activity bonds, as
defined in Section 141 of the Code, other than qualified 501(c)(3) bonds as defined in Section 145
of the Code), including the 2010 Series A Bonds, have been or shall be issued by the Issuer,
mcludmg all subordmate entities of the Issuer, dunng the calendar year 2010. ,
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ARTICLE IV
FUNDS AND ACCOUNTS; SYSTEM REVENUES AND APPLICATION THEREQF

Section 4.01. Establishment of Funds and Accounts with Degoéitog{ Bank. Pursuant to
this Article IV, the following special funds or accounts are hereby created with (or continued if

previously established), and shall be held by, the Depository Bank, segregated and apart from all
other funds or accounts of the Depository Bank and the Issuer and from each other:

(D Revcnué Fund (established by the resolution authorizing the Series 1988B Bonds);

(2) Renewaland Replacément Fund .(established by the resolution authorizing the Series -

1988B Bonds);
(3) : Costs of Issuance Fund, and
) Rebate Fund.

Section 4.02. Establishment of Funds and Accounts with Bond Commission. Pursuant to
this Article IV, the following special funds or accounts are hereby created for the 2010 Series A
Bonds (or continued if previously established), and shall be held by, the Bond Commission,
separate and apart from all other funds or accounts of the Bond Commission and the Issuer and
from each other:

D 2010 Series A Bonds Sinking Fund,;

(2)  Within the 2010 Series A Bonds Sinking Fund, the 2010 Series A
Bonds Reserve Account; and

(3)  Within the 2010 Series A Bonds Sinking Fund, the 2010 Series A
Bonds Redemption Account.

A The entire Gross Revenues derived from the operation of the System shall be
deposited upon receipt by the Issuer in the Revenue Fund. The Revenue Fund shall constitute a
trust fund for the purposes provided in this Resolution and shall be kept separate and distinct from
all other funds of the Issuer and the Depository Bank and used only for the purposes and in the
manner herein provided.

(H The Issuer shall first each month pay from the Revenue Fund the
Operating Expenses of the System.

2 The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Bond Commission (i) the
amounts required by the Prior Resolutions to pay the interest, if any, on and the
principal of the Prior Bonds; (iif) commencing 6 month prior to the first Interest
Payment Date on the 2010 Series A Bonds, for deposit in the 2010 Series A Bonds
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Sinking Fund, a sum equal to 1/6® of the amount of interest which will become due
on the 2010 Series A Bonds on the next ensuing semiannual Interest Payment Date;
provided that, in the event the period to elapse between the date of such initial
deposit in the 2010 Series A Bonds Sinking Fund and the next ensuing semiannual
Interest Payment Date is less than or greater than 6 months, then such monthly
payments shall be increased or decreased proportionately to provide, 1 month prior
_to the next ensuing semiannual Interest Payment Date, the required amount of

interest coming due on such date; and provided further that, the initial amount
required to be transferred from the Revenne Fund and deposited in the 2010 Series
A Bonds Sinking Fund shall be reduced by the amount of accrued interest, if any, on
the 2010 Series A Bonds deposited therein and subsequent amounts required to be
transferred from the Revenue Fund and deposited in the 2010 Series A Bonds
Sinking Fund shall be reduced by the amount of any eaming credited to the 2010
- Series A Bonds Sinking Fund; and (iv) commencing 12 months prior to the first
Principal Payment Date or mandatory Redemption Date of the 2010 Series A Bonds
for deposit in the 2010 Series A Bonds Sinking Fund, and in the 2010 Series A
Bonds Redemption Account therein in the case of Term Bonds which are to be
redeemed, a sum equal to 1/12™ of the amount of principal which will mature or be
redeemed and become due on the 2010 Series A Bonds on the next ensuing Principal .
Payment Date or mandatory Redemption Date; provided that, in the event the period
to elapse between the date of such initial deposit in the 2010 Senes A Bonds Sinking
Fund and the next ensuing annual Principal Payment Date or mandatory Redemption
Date is less than or greater than 12 months, then such monthly payments shall be
increased or decreascd proportionately to provide, I month prior to the next ensuing
annual Principal Payment Date or mandatory Redemption Date, the required arnount
of principal coming due on such date, and provided further, that the amount of such
deposits shall be reduced by the amount of any earning credited to the 2010 Series A
‘Bonds Sinking Fund and not previously credited pursuant to the preceding

paragraph.

(3)  The Issuer shall next, on the first day of each month, transfer from
the Revenue Fund and simultaneously remit to the Bond Commission (i} for deposit
in the respective Reserve Accounts for the Prior Bonds, the amounts required by the
Prior Resolutions; and (iif) for deposit in the 2010 Series A Bonds Reserve Account,
an amount sufficient to remedy any decrease in value of the 2010 Series A Bonds
Reserve Account below the 2010 Series A Bonds Reserve Requirement or .any
withdrawal from the 2010 Series A Bonds Reserve Account, beginning with the first
full calendar month following the date on which (2) the valuation of investments in
the 2010 Series A Bonds Reserve Account results in a determination that the
amount of moneys and the value of the Qualified Investments deposited to the credit
of the 2010 Series A Bonds Reserve Requirement is less than the 2010 Series A
Bonds Reserve Requirement, or (b) any amount is withdrawn from the 2010 Series
A Bonds Reserve Account for deposit into the 2010 Series A Bonds Sinking Fund.
To the extent Net Revenues and any other legally available funds are available
therefore, the amount so deposited shall be used to restore the amount on deposit in
the 2010 Scrics A Bonds Reserve Account to an amount equal to the 2010 Series A

27




Bonds Reserve Requirement to the fuil extent that such Net Revenues are available;
provided, that no payments shall be required to be made into the 2010 Series A
Bonds Reserve Account whenever and as long as the amount deposited therein shall
be equal to the 2010 Series A Bonds Reserve Requirement. :

(4)  The Issuer shall next from the moneys remaining in the Revenue
Fund (as previously set forth in the 1998 Resolution and not in addition thereto), on
the first day of each month, transfer to the Renewal and Replacement Fund, a sum
equal to 2 2% of the Gross Revenues each month, exclusive of any payments for
account of any Reserve Account. All funds in the Renewal and Replacement Fund
shall be kept apart from all other funds of the Issuer or of the Depository Bank and
shall be invested and reinvested in Qualified Investments. Withdrawals and
disbursements may be made from the Renewal and Replacement Fund for
- replacements, ‘emergency repairs, improvements or extensions to the System;
provided, that any deficiencies in any Reserve Account (except to the extent such
deficiency exists because the required payments into such account have not, as of the
date of determination of a deficiency, funded such account to the maximum extent
required) shall be promptly eliminated with moneys from the Renewal and
Replacement Fund.

Moneys in the 2010 Series A Bonds Sinking Fund shall be used only for the purposes of
paying principal of and interest on the 2010 Series A Bonds as the same shall become due, whether
by maturity or redemption prior to maturity. Amounts in the 2010 Series A Bonds Reserve Account
shall be used only for the purpose of making payments of principal of and interest on the 2010
Series A Bonds when due, when amounts in the 2010 Senes A Bonds Sinking Fund are insufficient

therefor and for no other purpose.

The Issuer shal! not be required to make any further payments into the 2010 Series A Bonds
Sinking Fund or the 2010 Series A Bonds Reserve Account when the aggregate amount of funds
therein are at least equal to the aggregate principal amount of 2010 Series A Bonds issued pursuant
to this Resolution then Outstanding, plus the amount of interest due or thereafier to become due on
the 2010 Series A Bonds then Outstanding. :

As and when additional Bonds ranking on a parity with the 2010 Series A Bonds are issued,
provision shall be made for additional payments into the respective sinking fund sufficient to pay
the interest on such additional parity Bonds and accomplish retirement thereof at or before maturity
and fo accumulate a balance in the respective reserve account in an amount equal to the maximum
amount of principal and interest which will become due in any year for account of such additional

parity Bonds.

The payments into the 2010 Series A Bonds Sinking Fund shall be made on the first day of
cach month, except that, when the first day of any month shall be a Saturday, Sunday or legal
holiday, then such payments shall be made on the next succeeding business day, and all such
payments shall be remitted to the Bond Commission with appropriate instructions as to the custody,
use and application thereof consistent with the provisions of this Resolution.’
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The Issuer shall restore any withdrawals from the 2010 Series A Bonds Reserve Account
which have the effect of reducing the assets therein below the 2010 Series A Bonds Reserve
Requirement from the Net Revenues available afier all required payment have been made in full in
the order set forth above.

Principal, interest or reserve payments, whether for a deﬁciency or otherwise, shall be made

on a parity and pro rata, with respect to the Prior Bonds and the 2010 Series A Bonds, in accordance
with the respective principal amounts then Qutstanding, -

The Bond Comumission is hereby designated as the fiscal agent for the administration of the |

2010 Series A Bonds Sinking Fund and the 2010 Series A Bonds Reserve Account created
hereunder, and all amounts required for said accounts shall be remitted to the Bond Comrmission
from the Revenue Fund by the Issuer at the times provided herein.

B. Whenever all of the required and provided transfers and payments form the Revenue
Fund into the several special funds, as hereinbefore provided, are current and there remains in the
Revenue Fund a balance in excess of the estimated amounts required to be so transferred and paid
into such funds during the following month or such other period as required by law, such excess
shall be considered Surplus Revenues. Surplus Revenues may be used for any lawful purpose of the
Systen.

C The Issuer shall remit from the Revenue Fund to the Bond Commission the
Registrar, the Paying Agent or the Depository Bank, on such datcs as the Bond Commission, the
Registrar, the Paying Agent or the Depository Bank, as the case may be, shall require, such
additional sums as shall be necessary to pay any charges and fees then due.

D. The moneys in excess of the sum insured by the maximum amounts insured by
FDIC in the Revenue Fund and the Renewal and Replacement Fund shall at all times be secured, to

the full extent thereof in excess of such insured sum, by Qualified Investments as shall be eligible as

~ security for deposits of state and municipal funds under the laws of the State.

- E. if on any monthly payment date the Net Revenues are insufficient to place the
required amount in any of the funds and accounts as hereinabove provided, the deficiency shall be
made up in the subsequent payments in addition to the payments which would otherwise be required
to be made into the funds and accounts on the subsequent payment dates; provided. however, that
the priority of curing deficiencies in the funds and accounts herein shall be in the same order as
payments are to be made pursuant to this Section 4.03, and the Net Revenues shall be applied to
such deficiencics before being applied to any other payments hereunder.

F. All remittances made by the Issuer to the Bond Commission shall clearly identify
the fund or account into which each amount is to be deposited.

G. The Gross Rcvcnues of the System shall only be used for purposes of the System.
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ARTICLEV "

INVESTMENTS NON-ARBITRAGE
REBATES OF EXCESS INVESTMENT EARNINGS

Section 5.01. Investments. The Issuer shall invest and reinvest, and shall instruct the Bond
Commission and the Depository Bank to invest and reinvest, any moneys held as a part of the funds
and accounts created by this Resolution in Qualified Investments to the fullest extent possible under
applicable laws, this Resolution, the need for such moneys for the purposes set forth herein and the
specific restrictions and provisions set forth in this section.

- Except as provided below, any investment shall bc held in and at all times deemed a part of
the fund or account in which such moneys were originally held, and the interest accruing ‘thereon
and any profit or loss realized from such investment shall be credited or charged to the appropriate
fund or account. The Issuer shall sell and reduce to cash a sufficient amount of such investments
whenever the cash balance in any fund or account is insufficient to make the payments required -
from such fund or account, regardless of the loss on such liquidation.  The Issuer may make any and
all investments permitted by this section through the bond department of the Depository Bank: The -
Depository Bank shall not be responsible for any Josses from such mvcstmcnts other than for its
own negligence or willful misconduct. : _

The following specific prov:smns shall apply w1th respect to any investments make under -
this section: :

(A)  Qualified Investments acquired for the 2010 Series A Bonds Reserve Account shall
mature or be subject to retirement at the option of the holder within not more than 5 years from the
date of such investment. :

(B)  The Issuer shail, or shall cause the Bond Commission to semiannually transfer from
the 2010 Series A Bonds Reserve Account to the 2010 Series A Bonds Sinking Fund, any earnings
on the moneys deposited therein and any other funds in excess of the requirement therefore;
provided, however, that there shall at all times remain on deposit in the Series A Bonds Reserve
- Account an amount at least equal to the Series A Bonds Reserve Reqmrement

(Cy In computing the amount in any fund or account, Qualified Investments shall be
valued at the lower of the cost or the market price, exclusive of accrued interest. Valuation of all
funds and accounts shall occur annually, except in the event of a withdrawal from the 2010 Series A
Bonds Account, whereupon it shall be valued immediately after such withdrawal. If amounts on
deposit in the 2010 Series A Bonds Reserve Account shall, at any time, be less than the applicable
requirement therefore and such deficiency shall be made up from the first available Net Revenues in
the order set forth in Section 4.03 hereof.

(D)  All amounts representing accrued and capitalized interest shall be held by the Bond
Commission, pledged solely to the payment of interest on the 2010 Series A Bonds aad invested
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only in Government Obligations maturing at such times and in such amounts as are necessary to
match the interested payments to which they are pledged. :

(E) Not\mthstandmg the foregoing, all moneys depos1ted in the 2010 Series A Bonds
Sinking Fund may be invested by the Bond Commission in the West Virginia “consolidated fund”
managed by the West Virginia State Investment Management Board pursuant to Chapter 12, Article
6 of the West Virginia Code of 1931, as amended. . :

Section 5.02. Arbitrage. The Issuer covenants that (i) it will restrict the use of the proceeds
of the 2010 Series A Bonds in such manner and to such extent as may be necessary, so that the 2010
Series A Bonds will riot constitute “arbitrage bonds” under Section 148 of the Code and Regulations
prescribed thereunder, and (ii) it will take all actions that may be required of it {including, without
implied limitation, the timely filing of a federal information return with respect to the 2010 Series A
Bonds) so that the interest on the 2010 Series A Bonds will be and remain excluded from gross
income for federal income tax purposes, and will not take any actions which would adversely affect
such exclusion.

Section 5.03. Tax Certificate and Rebate. A. The Issuer shall deliver a certificate of
. arbitrage, a Tax Certificate or other similar relating to payment of arbitrage rebate and other tax
matters as a condition to issuance of the 2010 Series A Bonds. In addition, the Issuer covenants to
comply with all Regulations from time to time in effect and applicable to the 2010 Series A Bonds
as may be necessary in order to fully comply with Section 148(f) of the Code, and covenarts to take
such actions, and refrain from taking such actions, as may be necessary to fully comply with such
Section 148(f) of the Code and such Regulations, regardless of whether such actions may be
contrary to any of the provisions of this Resolution.

B. The Issuer shall calculate, annually, the rebatable arbitrage, determined in accordance
with section 148(f) of the code. Upon completion of each such annual calculation, the Issuer shall
deposit, or cause to be deposited, in the Rebate Fund such sums as are necessary to cause the
aggregate amount on deposit in the Rebate Fund to equal the sum determined to be subject to rebate
to the United States, which, notwithstanding anything herein to the contrary, shall be paid from
investinent earnings on the underlying fund or account established hereunder and on which such
rebatable arbitrage was carned or from other lawfully available sources. Notwithstanding anything
herein to the contrary, the Rebate Fund shall be held free and clear of any lien or pledge hereunder
and used only for payment of rebatable arbitrage to the United States. The Issuer shall pay, or cause
to be paid, to the United States, from the Rebate Fund, the rebatable arbitrage in accordance with
Section 148(f) of the Code and such Reguiations. In the event that there are any amounts remaining
in the Rebate Fund following all such payments required by the preceding sentence, the Depository
Bank shall pay said amounts to the Issuer to be used for any lawful purpose of the System. The
Issuer shall remit payments to the United States in the time and at the address prescribed by the
Regulations as the same may be from time to time in effect, with such reports and statements as
may be prescribed by such Regulations. In the event that, for any reason, amounts in the Rebate
Fund are insufficient to make the payments to the United States which are required, the Issuer shail
assure that such payments are made by The Issuer to the United States, on a timely basis, from any
funds lawfully available therefore. The Issuer at its expense, may provide for the employment of
independent attorneys, accountants or consultants compensated on such reasonable basis as the




- Issuer may deem appropriate in order to assure compliance with this Section 5.03. The Issuer shall
keep and retain, or cause to be kept and retained, records of the determinations made pursuant to
this Section 5.03 in accordance with the requirements of Section 148(f) of the Code and such
Repgulations. In the event the Issuer fails to make such rebates as required, the Issuer shall pay any
and all penalties and the required amounts, from lawfully available sources, and obtain a waiver
from the Internal Revenue Service, if necessary, in order to maintain the exclusion of interest on the-
2010 Series A Bonds from gross income for federal income tax purposes.
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ARTICLE Vi
ADDI’I‘IONAL REPRESENTATIONS AND COVENANT S OF THE ISSUER

Section 6.01. Covenants Binding and Irevocable. All the covenants, agreements and
provisions of this Resolution shall be and constitute valid and legally binding covenants of the
Issuer and shall be enforceable in any court of competent jurisdiction by any Holder or Holders of
the 2010 Series A Bonds, as prescribed by Article VII. In addition to the other covenants,
agreements and provisions of this Resolufion, the Issuer hereby covenants and agrees with the
Holders of the 2010 Series A Bonds, as hereinafter provided in this Article VI. All such covenants,
agreements and provisions shall be irrevocable, except as provided herein, as long as any of the
2010 Series A Bonds, or the interest thereon, are Outstanding and unpaid.

not be or constlmte an indebtedness of the Issuer within the meamng of any consututionai statutory
or charter limitation of indebtedness but shall be payable solely from the Net Revenues of the
System, the moneys in the 2010 Series A Bonds Sinking Fund and the 2010 Series A Bonds
Reserve Account therein, and the unexpended proceeds of the 2010 Serics A Bonds, all as herein
provided. No Holder or Holders of the 2010 Series A Bonds issued hereunder shall ever have the
right to compel the exercise of the taxing power of the Issuer, if any, to pay the 2010 Series A
Bonds or the interest thereon. : .

: Section 6.03. Rates. -Equitable rates or charges for the use of and service rendered by the
Systemn have been established all in the manner and form required by law and copies of such rates
and charges so established will be continuously on file with the Secretary, which copies will be
open to inspection by all interested parties. The schedule of rates and charges shall at all times be
adequate to produce Gross Revenues from said System sufficient to pay Operating Expenses and to
make the prescribed payments into the funds created hereunder. Such schedule of rates and charges
shall be changed and readjusted whenever necessary so that the aggregate of the rates and charges
will be sufficient for such purposes. In order to assure full and continuous performance of this
covenant, with a margin for contingencies and temporary unanticipated reduction in income and
revenues, the Issuer hereby covenants and agrees that the schedule of rates or charges from time to
time in cffect shall be sufficient, together with other revenues of the System (i) to provide for all
Operating Expenses of the System and (ii) to leave a balance each year equal to at least 115% of the
maximum amount required in any year for payment of principal of and interest on the 2010 Series A
Bonds and all other obligations secured by a lien on or payable from such revenues prior to on a
parity with the 2010 Series A Bonds inciluding the Prior Bonds.

Section 6.04. Operation and Maintenance. The Issuer will operate and maintain the
system as a revenue-producing utility in good condition and in compliance with all federal and state
requircments and standards.

Section 6.05.  Sale of System. So long as the Prior Bonds are outstanding, the Issuer shall
not sell, mortgage, lease or otherwise dispose of the system, or any part thereof, except as provided
in the Prior Resolutions authorizing the Prior Bonds. Additionally, so long as the 2010 Series A
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Bonds are outstanding and except as otherwise required by law, the System may not be sold,
mortgaged, leased or otherwise disposed of except as a whole, or substantially as a whole, and only
if the net proceeds to be realized shall be sufficient to pay fully all the Bonds Outstanding, or to
effectively defease this Resolution in accordance with Article IX hereof, The proceeds from any
such sale, mortgage, lease or other disposition of the System shall, with respect to the 2010 Series A
bonds, immediately be remitted to the Bond Commission for deposit in the 2010 Series A Bonds
Sinking Fund, and the Issuer shall direct the Bond Commission to apply such proceeds to the
payment of principal of and interest on the 2010 Series A Bonds. Any balance remaining after the
- payment of the 2010 Series A Bonds and interest thereon shall be remitted to the Issuer by the Bond
Commission unless necessary for the payment of other obhgatlons of the Issuer payable out of the
revenues of the System.

The foregoing provision notwithstanding, the Issuer shall bave and hereby reserves the right
to sell, lease or otherwise dispose of any of the property comprising a part of the System hereinafier
determined in the manner provided herein to be no longer necessary, useful or profitable in the
operation thereof. Prior to any such sale, lease or other disposition of such property, if the amount
to be received therefore, together with all other amounts received during the same Fiscal Year for -
such sales, leases or other dispositions of such properties, is not in excess of $10,000 the Issuer .
shall, by resolution, determine that such property comprising a part of the System is no longer -
necessary, useful or profitable in the operation thereof, and may then provide for the sale of such
property. The proceeds of any such sale shall be deposited in the Renewal and Replacement Fund.
If the amount to be received from such sale, lease or other disposition of said property, together with
all other amounts received during the same Fiscal Year for such sales, leases or other dispositions of
such properties, shall be in access of $10,000 but not in access of $50,000, the Issuer shall first,
determine upon consultation with the Consulting Engineers that such property comprising a part of
the System is no longer necessary, useful or profitable in the operation thereof any may then, if it be
so advised, by resolution duly adopted, authorize such sale, lease or other disposition of such
property upon public bidding, The proceeds derived from any such sale, lease or other disposition
of such property, aggregating during such Fiscal Year in excess of $10,000 and not in excess of
$50,000, shall with the written consent of the Authority, be remitted by the Issuer to the Bond
Commission for deposit in the Sinking Funds and shall be applied only to the purchase of Bonds of
the last maturities then Outstanding at prices not greater than the par value thereof plus 3% of such
par value or otherwise. -Such payment of such proceeds into the Sinking Funds or the Renewal and
Replacement Fund shall not reduce the amounts required to be paid into said funds by other
provisions of this Resolution. No sale, lease or other disposition of the properties of the System
shall be made by the Issuer if the proceeds to be derived therefrom, together with all other amounts
received during the same Fiscal Year for such sales, leases, or other dispositions of such properties,
shall be in excess of $50,000 and insufficient to pay all Bonds then Qutstanding without the prior
approval and consent in writing of the Holders, or their duly authorized representatives, of over 50%
in amount of the Bonds then Outstanding and the Consulting Engineers. The Issuer shall prepare
the form of such approval and consent for execution by the then Holders of the Bonds for the
disposition of the proceeds of the sale, lease or other disposition of such properties of the System.

Section 6.06. Issuance of Other Obligations Payable Out of ‘Revenues and General
Covenant Against Encumbrances. Except as otherwise provided in Section 6.07 hereof, the Issuer
shall not issue any obligations whatsoever payable from the revenues. of the System which rank
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prior to, or equally, as to lien on and source of and security for payment from such revenues with
the 2010 Series A Bonds. All obligations issued by the Issuer after the issuance of the 2010 Series
A Bonds and payable from the revenues of the System, except such additional parity Bonds, shall
contain an express statement that such obligations are junior and subordinate, as to lien on, pledge
- and source of and security for payment from such revenues and in all other respects, to the 2010
Series A Bonds; provided, that no such subordinate obligations shall be issued unless all payments
required to be made into all funds and accounts set forth herein have been made and are current at

the time of the issuance of such subordinate obligations.

Except as provided above, the Issuer shall not create, or cause or permit to be created, any
debt, lien, pledge, assignment, encumbrance or any other charge having priority over or being on a
parity with the lien of the 2010 Series A Bonds, and the interest thereon, if any, upon any or all of
the income and revenues of the System pledged for payment of the 2010 Series A Bonds and the
interest thereon, if any, in this Resolution, or upon the System or any part thereof.

Section 6.07. Additional Parity Bonds and Subordinate Debt. So long as the Prior Bonds
are outstanding, the limitations on the issuance of parity obligations set forth in the Prior
Resolutions authorizing the Prior Bonds shall be applicable. In addition, no Parity Bonds, payable
out of the revenues of the System, shall be issued after the issuance of the 2010 Series A Bonds
pursuant to this Resolution, except under the conditions and in the manner herein provided (unless
less restrictive than the provisions of the resolutions authorizing the Prior Bonds).

All Parity Bonds issued hereunder shall be on a parity in all respects with the 2010 Series A
Bonds.

No such Parity Bonds shall be issued except for the purpose of financing the costs of the
acquisition or construction of extensions and improvements to the System or refunding any series of

Bonds, or both such purposes.

 No Parity Bonds shall be issued at any time, however, unless there has been procured and
filed with the Secretary a written statement by the Independent Certified Public Accountants,
reciting the conclusion that the Net Revenues actually derived subject to the adjustments hereinafter
provided for, from the System during any 12 consecutive months, within the 18 months .
immediately preceding the date of the date of the actual issuance of such Parity Bonds, plus the
estimated average increased annual Net Revenues to be received in each of the 3 succeeding years
after the completion of the improvements to be financed by such Parity Bonds, if any, shall not be
less than 115% of the largest aggregate amount that will mature and become due in-any succeedmg
Fiscal Year for principal of and interest, if any, on the foilowmg

) The Bonds then Qutstanding:

(2)  Any Parity Bonds theretofore issued pursuant to the provisions contained in tins
Resolution then Outstanding; and .

(3) The Parity Bonds then proposed to be issued. |
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The “estimated average increased annual Net Revenues to be received in each of the 3
succeeding years,” as that term is used in the computation provided in the above paragraph, shall
refer only to the increased Net Revenues estimated to be derived from the improvements to be
financed by such Parity Bonds and any increase in rates adopted by the Issuer and approved by the
Public Service Commission of West Virginia, the period for appeal of which has expired prior to the
date of issuance of such additional parity Bonds.

The Net Revenues actually derived from the System during the 12-consecutive-month
period hereinabove referred to may be adjusted by adding to such Net Revenues such additional Net
Revenues which would have been received, in the opinion of the Independent Certified Public
Accountants, on account of increased rates, rentals, fees and charges for the System adopted by the
Issuer, the period for appeal of which has expired prior to issuance of such Parity Bonds.

‘Not later than Simultanecusly with the delivery of such Parity Bonds, the Issuer shall have
entered into written contracts for the immediate construction or acquisition of such extensions or
improvements, if any, to the System that are to be financed by such Parity Bonds.

All covenants and other provisions of this Resolution (except as to details of such Parity

Bonds inconsistent herewith) shall be for the equal benefit, protection and security of the Holders of -
the Bonds and the Holders of any Parity Bonds subsequently issued from time to time within the

limitations of and in compliance with this section.” Bonds issued on a parity, regardless of the time
or times of their issuance, shall rank equally with respect to their lien on the revenues of the System
and their source of and security for payment from said revenues, without preference of any Bond of
one scries over any other Bond of the same series. The Issuer shall comply fully with all the
increased payments into the various funds and accounts created in this Resolution required for and
on account of such Parity Bonds, in addition to the payments required for Bonds theretofore issued
pursuant to this Resolution.

Parity Bonds shall not be deemed to include bonds, notes, certificates or other obligations
subsequently.issued, the lien of which on revenues of the System is subject to the prior and superior
liens of the 2010 Series A Bonds on such revenues. The Issuer shall not issue any obligations
whatsoever payable form revenues of the System, or any part thereof, which rank prior to or, except
in the manner and under the conditions provided in this section, equally, as to lien on and source of
and security for payment from such revenues, with the 2010 Series A Bonds.

No Parity Bonds shall be issued any time, however, unless all the payments into the
respective funds and accounts provided for in this Resolution with respect to the Bonds then
Outstanding, and any other payments provided for in this Resolution, shall have been made in full
as required to the date of delivery of such Parity Bonds, and the Issuer shall then be in full
compliance with all the covenants, agreements and terms of this Resolution.

Any certifications requiring computations establishing that debt service coverage is
sufficient to support the issuance of parity Additional Bonds or that requisite debt scrvice savings
are available shall be made by an independent ceruﬁed pubhc accountant or ﬁrm of mdepcndcnt
certified public accountants. : ‘ -
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No additional bonds, notes, certificates, contracts or any other ‘obligations shall be issued by
the Issuer unless no Event of Default shall have occurred and be continuing with respect to the
Bonds.

Any debt of the Issuer which is subordinate to the lien of the Bondholders on the Net
Revenues, shall provide that such debt may not be accelerated, except in instances when no
indebtedness of the Issuer under this Resolution (herein called “Superior Indebtedness”) is
-outstanding. The indebtedness evidenced by the subordinated debt and any renewals or extensions
thereof, shall at all times be wholly subordinate and junior in right of payments to any Superior
Indebtedness, in the manner and with the force and effect hereafter set forth:

(1) Tn the event of any liquidation, dissolution or winding up of the Issuer, or of any
execution, sale, recéivership, insolvency, bankruptcy, liquidation, readjustment, reorganization, or
other similar proceeding relative to the Issuer or its property, all principal and interest owing on all
Superior Indebtedness shall first be paid in full before any payment is made upon the indebtedness
evidenced by the subordinated debt, provided, however, that, except for the Net Revenues, this
sentence shall not apply to payments made on such subordinated indebtedness from the proceeds of
collateral specifically securing such subordinated debt, and in any such event and any payment or
distribution of any kind or character from sources other than the proceeds of collateral specifically
securing the subordinated debt, except for the Net Revenues, whether in cash, property or securities
(other than in securities, including equity securities, or other evidences of indebtedness, the payrnent -
of which is subordinated to the payment of all Superior Indebtedness which may at the time be
outstanding) which shall be made upon or in respect of the subordinaled debt shall be paid over to
the holders of such Superior Indebtedness, pro rata, for application in payment thereof unless and
until such Superior Indebtedness shall have been paid or satisfied in full.

(2} In the event that the subordinated debt is declared or become due and payable
because of the occurrence of any event of default or otherwise that at the option of the Issuer, under
circumstances when the foregoing clause (1) shall not be applicable, the holders of the subordinated
debt shall bc entitled to payments only after there shall first have been paid in full all Superior
Indebtedness outstanding at the time the subordinated debt so become due and payable because of
any such event, or payment shall have been provided for in a manner satisfactory to the holders of
such Superior Indebtedness, provided, however that, except for the Net Revenues, this sentence
shall not apply to payments made on such subordinated indebtedness from the proceeds of collateral
specifically and solely securing such subordinated debt. '

“Section 6.09. Insurance and Bonds. So long as the Bonds remain Outstanding, the Issuer
will, as an Operating Expense, procure, carry and maintain insurance, bonds and worker’s
compensation coverage with a reputable insurance carrier or carriers or bonding company or
companies covering the following risks and in the following amounts.

A FIRE, LIGHTNING, VANDALISM, MALICIOUS MISCHIEF AND
EXTENDED COVERAGE INSURANCE, on all above-ground insurable portions of the System in
an amount equal to the actual cost thereof. In time of war the Issuer will also carry and maintain
insurance to the extent available against the risks and hazards of war. The proceeds of all such
insurance policies shall be placed in the Renewal and Replacement Fund and used only for the
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repairs and restoration of the damaged and destroyed properttes or for the other purposes provided
herein for the Renewal and Replacement Fund.

B. PUBLIC LIABILITY INSURANCE, with limits of not less than $1,000,000
per occurrence to protect the Issuer from claims for body injury and/or death and not less than
$500,000 per occurrence from claims for damage to property of others which may arise from the
operation of the System, and insurance with the same limits to protect the Issuer from claims arising
out of operation or ownership of motor vehicles of or for the System.

C. WORKER’S COMPENSATION COVERAGE FOR ALL EMPLOYEES
OF OR FOR THE SYSTEM ELIGIBLE THEREFOR; AND PERFORMANCE AND PAYMENT
OR COMPLETION BONDS, such bonds to be in the amounts of not less than 100% of the amount
of any construction contract and to be required of each contractor dealing directly with the Issuer
and such payment bonds will be filed with the Clerk of the County Commission of the County in
which such work is to be performed prior to commencement of construction of any additions,
extensions or improvements for the System in compliance with West Virginia Code Section 38-2-
39. : :

D. FLOOD INSURANCE, if the facilities of the System are or will be located
in designated spec:al flood or mudslide-prone areas and to the extend available at reasonable cost to

the Issuer,

E. BUSINESS INTFR[]PI[ON INSURANCE, to the extend avallable -at
reasonable cost to the Issuer. :

F. FIDELITY BONDS will be provided as to every officer, member and
employee of the Issuer or the Governing Body having custody of the revenues or of any other funds
of the System, in an amount at least equa.l to the total funds in the custody of any such person at any
one time. _

Section 6.10. No Free Services. The Issuer will not render or cause to be rendered any
free services of any nature by the System, nor will any preferential rates be established for users of
the same class; and, in the event the Issuer or any department, agency, instrumentality, officer or
employee thereof shall avail himself or themselves of the facilities or services provided by the
System or any part thereof, the same rates, fees or charges applicable to other customers receiving
like services under similar circumstances shall be charged the Issuer and any such department,
agency, instrumentality, officer or employee. The revenues so received shall be deemed to be
revenues derived from the operation of the System and shall be deposited and accounted for in the
same manner as other revenues derived from such operation of the System.

Section 6.11. Enforcement of Collections. The Issuer will diligently enforce and collect
all fees, rates, rentals or other charges for the services and facilities of the System, and take all steps,
actions and proceedings for the enforcement and collection of such fees, rentals or other charges
which shall become delinquent to the full extent permitted or authorized by the Act, the rules and
regulations of the Public Service Commission of West Vu‘gu-ua and other laws of the State of West

Virginia.
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Whenever any fees, rates, rentals or other charges for the services and facilities of the

System shall remain unpaid for a period of 30 days after the same shall become due and payable,

the property and the owner thereof, as well as the user of the services and facilities, shall be
delinquent until such time as all such rates and charges are fully paid and to the extent authorized by
the laws of the State and the rules and regulations of the Public Service Commission of West
Virginia, all delinquent rates, rentals and other changes, if not paid, when due, shall become a lien
on the premises served by the System. The Issuer further covenants and agrees that, it will, to the
full extent permitied by law and the rules and regulations promulgated by the Public Service
Commission of West Virginia, discontinue and shut off the services and facilities of the System and

any services and facilities of the waterworks system, if so owned by the Issuer, to all delinquent:

users of services and facilities of the System and will not restore such services of the System (or

waterworks system) until all billing for charges for the services and facilities of the System, plus

reasonable interest penalty charges for the restoration of service, has been fully paid, If the
waterworks system is not owned by the Issuer, the Issuer shall enter into 2 termination agreement
with the water provider, subject to any required approval of such agreement by the Public Service
Commission of West Virginia and all rules, regulations and orders of the Public Service
Commission of West Virginia.

- Section 6.12. No Competing Franchise. To the extent legally allowable, the Issuer will not

grant or cause, consent to or allow the granting of any franchise or permit to any person, firm, -

corporation or any body, or agency or instrumentality whatsoever for the prowdmg of any services
which would compete with services provided by the System. : :

Sectwn 6.13. Books and Records. The Issuer will keep books and records of the System,
which shali be separate and apart from all other books, records and accounts of the Issuer, in which
complete and correct entries shall be made of all transactions relating to the System, and any Holder
of 2 Bond or Bonds shall have the right at all reasonable times to inspect the Systcm and all parts
thereof, and all records, accounts and data of the Issuer relatmg thereto.

The accounting system for the System shall follow current generally accepted accounting:
principles, to the extend allowable under and in accordance with the rules and regulations of the
Public Service Commission of West Virginia and the Act. Separate control accounting records shall
be maintained by the Issuer. Subsidiary records as may be required shall be kept in the manner, on
the forms, in the books and along with other bookkeeping records as prescribed by the Issuer. The
Issuer shall prescribe and institute the manner by which subsidiary records of the accounting system
which may be installed remote from the direct supervision of the Issuer shall be reported to such
agent of the Issuer as it shall direct.

The Issuer shall file with the Original Purchaser, and shall mail to any Bondholder

requesting the same, an annual report within 30 days following the date of receipt of the final audit
containing a balance sheet, statement of revenues, expenses, and changes in retained earnings, and
statement of cash flows, as prescribed by generally accepted accounting principles.

The Issuer shall also file with the Original Purchaser, and I'Ild.ll to any Bondholder requestmg
the same, an annual rcport containing the following:
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(A) A statement of Gross Revenues, Operating Expenses, and Net Revenues
derived from the System.

(B) - A statement of account balances in all funds and accounts provided for
herein and status of said funds. =~ _

The Issuer shall also, at least once a year, cause the books, records and accounts of the
System to be completely audited by Independent Accountants in compliance with OMB Circular
128 or any successor thereto and the Single Audit Act, shall mail upon request, and make available
generally, the report of said Independent Accountants, or a summary thereof, to any Holder or
Holders of Bonds 1ssued pursuant to this Resolution and shall file said report with the Ongmal

Purchaser.

Section 6.14. Operating Budget. The Issuer shall annually, at least 45 days preceding the
beginning of each Fiscal Year, or at such earlier date, prepare and adopt by resolution a detailed
budget of the estimated revenues and expenditures for operation and maintenance of the System
during the succeeding Fiscal Year. No expenditures for the operation and mainienance of the
System shall be made in any Fiscal Year in excess of the amounts provided therefor in such budget
without a written finding and recommendation by a registered professional engineer, which finding
and recommendation shall state in detail the purpose of and necessity for such increased
expenditures for the operation and maintenance of the System, and no such increased expenditures
shall be made until the Issuer shali have approved such finding and recommendation by a resolution
duly adopted. No increased expenditures in excess of 10% of the amount of such budget shall be
made except upon the further certificate of such a registered professional engineer that such
increased expenditures are necessary for the continued operation of the System. The Issuer shall
mail copies of such annual budget and all resolutions authorizing increased expenditures for
operation and maintenance to the Original Purchaser and shall make available such budgets and all
resolutions authorizing increased expenditures for operation and maintenance of the System at all
reasonable times to the Original Purchaser and to any Bondholder or anyone acting for and in behalf
of such Bendholder who requests the same.

Section 6. 15. Mandatory Connections. The mandatory use of the System is essential and
necessary for the protection and preservation of the public health, comfort, safety, convenience and
welfare of the inhabitants and residents of, and the economy of, the Issuer and in order to assure the
rendering harmless of sewage and water-borne waste matter produced or arising within the territory
served by the System. Accordingly, every owner, tenant or occupant of any house, dwelling or
building located near the System, where sewage will flow by gravity or be transported by such other
methods approved by the State Division of Health from such house, dwelling or building into the
System, to the extent permitted by the laws of the State and the rules and regulations of the Public
Service Commission of West Virginia, shall connect with and use the System and shall cease the
use of all other means for the collection, treatment and disposal of sewage and waste matters from
such house, dwelling or building where there is such gravity flow or transportation by such other
method approved by the State Division of Health and such house, dwelling or building can be
adequately served by the System, and every such owner, tenant or occupant shall, after a 30-day
noticc of the availability of the System, pay the rates and charges established therefor.
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Any such house, dwelling or building from which emanates sewage or water-borne waste
matter and which is not so connected with the System is hereby declared and found to be a hazard to
the health, safety, comfort and welfare of the inhabitants of the Issuer and a public nuisance which
shall be abated to the extent permitted by law and as prompﬂy as possible by proceedmgs in a court
of competent jurisdiction.

Section 6.16. Statutory Mortgage Lien. For the further protection of the Holders of the
2010 Series A Bonds, a statutory mortgage lien upon the System is granted and created by the Act, -
which statutory mortgage lien is hereby recognized and declared to be valid and binding, shall take
effect immediately upon delivery of the 2010 Series A Bonds, and shall be on a parity thh the
statutory mortgage hen in favor of the Holders of the Prior Bonds.

Scction 6.17. Continuing Disclosure Agleement The Issuer shall deliver a continuing
disclosure agreement or certificate in form acceptable to the OngmaI Purchaser. The Issuer has
covenanted to comply with and carry out all of the provisions of the Continuing Disclosure
Agreement with respect to the Bonds that complies with the provisions of Rule 15¢2-12
promulgated by the Securitics and Exchange Commission (as amended from time to time, the
“Rule”), in form and substance satisfactory to the Participating Underwriter (as defined in the Rule).
Notwithstanding any other provision of this Resolution, failure of the Issuer to enter into and
comply with such Continuing Disclosure Agreement shall not be considered an Event of Default.
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ARTICLE VII
DEFAULTS AND REMEDIES

Section 7.01. Events of Defauit. Each of the following events shail constitute an “Event of
Defauit” with respect to the 2010 Series A- Bonds.

(A) If default occurs in the due and punctual payment of the principal of or
interest on the 2010 Series A Bonds;

(B} I default occurs in the Issuer’s observance of any of the covenants,
agreements or conditions on its part in this Resolution or the Certificate of Determination or in the -
2010 Series A Bonds contained, and such default shall have continued for a period of 30 days after
written notice mailed or by Electronic Means (other than a telephonic communication), specifying
such default and requiring the same to be remedied sha]l have been given to the Issuer by any

Bondholder;

(© If the Issuer files a pctltton secking reorganization or arrangement under the
federal bankmptcy laws or any other applicable law of the United States of America; or

(D) If default occurs with respect to the Prior Bonds or the Prior Resolutions
authorizing the Prior Bonds.

The Issuer must cure any covcnaht default within 30 days after notice of the default, and
failure (i) to pay principal of or interest on the Bonds, or (ii) to comply with the Subordinate Debt

provisions shall be an immediate event of default.

Section 7.02. Enforcement. Upon the happening and continuance of any Event of Default,
any Bondholder may exercise any available remedy and bring any appropriate action, suit or

proceeding to enforce his rights and, in particular:

(A)  Bring suit for any unpaid principal or interest then due;

(B) By mandamus or other appropriate proceeding enforce all rights of the
Bondholders, including the right to require the Issuer to perform its duties under the Act and this

Resolution;
(C)  Bring suit upon the Bonds;

(D) By action at law or bill in equity require the [ssuer to account as if it were the
trustee of an express trust for the Bondholders; and

(E} By action or bill in equity enjoin any acts in violation of this Resolution or
the rights of the Bondholders.

No remedy by the terms of this Resolution conferred upon or reserved to the Bondholders is
intended to be exclusive of any other remedy, but each and every such remedy shall be cumulative
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and shall be in addition to any other remedy given to the Bondholders hereunder or now or hereafter
existing at law or by statute. All rights and remedies of the Holders of the 2010 Series A Bonds
shall be on a parity with those of the Holders of the Prior Bonds and senior and prior to the rights
and remedies in favor of the Holders of the Notes. :

No delay or omission to exercise any right or power accruing upon any default or Event of
Defautt shall impair any such right or power or shall be construed to be a waiver of any such default
or Event of Default or acquiescence therein, and every such right and power may be exercised from
time to time and as often as may be deemed expedient. : '

" No waiver of any default or Event of Default hereunder by the Bondholders shall extend to
or shall affect any subsequent default or Event of Defanlt or shall impair any rights or remedies
consequent thereto. '

Section 7.03. Appointment of Receiver. If there be any Event of Default existing and
continuing, any Bondholder. shall, in addition to all other remedies or rights, have the right by
appropriate legal proceedings to obtain the appointment of a receiver to administer the System on
behalf of the Issuer, with power to charge rates, rentals, fees and other charges sufficient to provide
- for the payment of the principal of and interest on the Bonds, the depesits into the funds and
accounts hereby established as herein provided and the payment of Operating Expenses of the
System and to apply such rates, rentals, fees, charges or other Revenues in conformity with the
provisions of this Resolution and the Act.

The receiver so appointed shall forthwith, directly or by his agents and attorneys, cater into
and upon and take possession of all facilities of the System and shall hold, operate, maintain, and
manage and control such facilities, and each and every part thereof, and in the name of the Issuer
exercise all the rights and powers of the Issuer with respect to said facilities as the Issuer itself might

do,

Whenever all that is due upon the Bonds issued pursuant to this Resolution and interest
thereon and under any covenants of this Resolution for reserve, sinking or other funds and accounts
and upon any other obligations and interest thereon having a charge, lien or encumbrance upon the
Revenues of the System shall have been paid and made good, and all defaults under the provisions
of this Resolution shall have been cured and made good, possession of the System shall be
surrendered to the Issuer upon the entry of an order of the court to that effect. Upon any subsequent
default, any Bondholder shall have the same right to secure the further appointment of a receiver
upon any such subsequent default.

Such receiver, in the performance of the powers hereinabove conferred upon him, shall be
under the direction and supervision of the court making such appointment, shall at all times be
subject to the orders and decrees of such court and may be removed thereby and a successor
receiver appointed in the discretion of such court. Nothing herein contained shall limit or restrict
the jurisdiction of such court to enter such other and further orders and decrees as such court may
deem necessary or appropriate for the exercise by the receiver of any function not specifically set
forth herein,
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Any receiver appointed as provided herein shall hold and operate the System in the name of -
the Issuer and for the joint protection and benefit of the Issuer and the Holders of the Bonds issued
pursuant to this Resolution. Such receiver shall have no power to sell, assign, mortgage or
otherwise dispose of any assets of any kind or character belonging or pertaining to the System, but
the authority of such receiver shall be limited to the possession, operation and maintenance of the
System; for the sole purpose of the protection of both the Issuer and the Bondholders, and the curing
and making good of any default under the provisions of this Resolution, and the title to and
ownership of said System shall remain in the Issuer, and no court shall have any jurisdiction to enter
any order or decree permitting or requiring such receiver to sell, mortgage or otherwise dispose of
any assets of the System.

proceeded to enforce any right under this Resolution by the appointment of a receiver, by entry or
otherwise, and such proceedings shall have been discontinued or abandoned for any reason, or shall
have been determined adversely, then and in every such case the Issuer and such Bondholder shall
be restored to their former positions and rights hereunder, and all rights and remedies of such
Bonderholder shall continue as if no such proceedings had been taken. -

Section 7.04. Restoration of Issuer and Bondholder. In case any Bondholder shall have




ARTICLE VIII

REGISTRAR AND PAYING AGENT

Section 8.01. Agreement with Registrar. The Issuer is hereby authorized and directed to

enter into an agreement with the Registrar. The substantial form of which agreement shall be
approved by the Certificate of Determination.

Section 8.02. Responsibilities of Registrar., The recitals of fact in the 2010 Series A
Bonds shall be taken as statements of the Issuer, and the Registrar shall not be responsible for their
accuracy. The Registrar shall not be deemed to make any representation as to, and shall not incur
any liability on account of, the validity of the execution of any 2010 Series A Bonds by the Issuer.
Notwithstanding the foregoing, the Registrar shall be responsible for any representation in its
Certificate of Authentication on the 2010 Series A Bonds. The Registrar and any successor thereto
shall agree to perform all the duties and responsibilities spelled out in this Resolution and any other
duties and responsibilities incident thereto, all as provided by said agreement described in Section

8.01.

Section 8.03. Evidence on Which Registrar May Act. Except as otherwise provided by
Section 10.02, the Registrar shall be protected in acting upon any notice, resolution, request,
consent; order, certificate, opinion or other document believed by it to be genuine and to have been

signed or presented by the proper party or parties. Whencver the Registrar shall deem it necessary

or desirable that a fact or matter be proved or established prior to taking or suffering any action,
such fact or matter, -unless other evidence is specifically prescribed, may bc deemed to be
conclusively proved and established by a certificate of an Authorized Officer of the Issuer, but in its
discretion the Registrar may instead accept other evidence of such fact or matter.

Section 8.04. Compensation and Expenses. The Issuer shall pay to the Registrar from
time to time reasonable compensation for all services, including the transfer of registration of
Bonds, the first exchange of Bonds and the exchange of Bonds in the event of partial redemption,
incurred in the performance of its duties hereunder. ’

Section $.05. Certain Permitted Acts. The Registrar may become the owner of or may
deal in 2010 Series A Bonds as fully and with the same rights it would have if it were not Registrar.
To the extent permitted by law, the Registrar may act as depository for, and permit any of its
officers or directors to act as a member of, or in any other capacity with respect to, any committee
formed to protect the rights of Bondholders or effect or aid in any reorganization growing out of the
enforcement of the 2010 Series A Bonds or this Resolution, whether or not any such committee
shall represent the Holders of a majority in principal amount of the 2010 Senes A Bonds

Qutstanding.

Section 8.06. Resignation of Registrar. The Registrar may at any time resign and be
discharged of its duties and obligations under this Resolution by giving not less than 60 days’
written notice by mail or Electronic Means (other than telephonic communication) to the Issuer and
publishing in an Authorized Newspaper notice (or mailing such notice to each Bondholder in the
event all 2010 Series A Bonds are fully registered), specifying the date when such resignation shall
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take effect, within 20 days after the giving of such written notice. A copy of such notice shall also
be mailed or sent by Elecironic Means to each owner of a fully reglstered Bond. Such resignation
shall take effect upon the day specified in such notice unless a successor shall have been previously
appointed by the Issuer or bondholders, in which even such resignation shall take effect

immediately.

Section 8.07. Removal. The Registrar may be removed at any time by the Issuer or by the
Holders of the Bonds of a majority in principal amount of the 2010 Serics A Bonds then
Qutstanding by an instrument or concwrrent instruments in writing signed and duly acknowledged
by the Issuer or by such Bondholders or their attorneys duly authorized in writing and delivered to
the Isster, as the case may be. Coples of each such instrument shall be delivered by the Issuer to the

Registrar.

- Section 8.08. Appointment of Successor. In case at any time the Registrar shall resign or -
shall be removed or shall become incapable or acting, or shall be adjudged bankrupt or insolvent, or -
if a receiver, liquidator or conservator of the Registrar or of its property shall be appointed, or if any
public officer or court shall take charge or control of the Registrar or of its property or affairs, a
successor may be appointed by the Holders of a majority in principal amount of the 2010 Series A
- Bonds then Outstanding by an instrument or concurrent instruments in writing signed by such
Bondholders or their attorneys duly authorized in writing and delivered to the Issuer and such -
successor Registrar, notification thereof being given to the predecessor Registrar. Pending such
appointment, the Issuer shall forthwith appoint a Registrar to fill such vacancy until a successor
Registrar shall be appointed by such Bondholders. The Issuer shall publish in an Authorized
Newspaper (or mail to each Bondholder in the event all 2010 Series A Bonds are fully registered)
notice of any such appointment within 20 days after the effective datc of such appointment. A copy
of such notice shall also be mailed to each owner of a fully registered Bond or a coupon Bond
registered as to principal (other than to bearer). Any successor Registrar appointed by the Issuer
shall, immediately and without further act, be superseded by a Registrar appointed by such
Bondholders. If in a proper case no appomiment of a successor Registrar shall be make within 45
days after the Registrar shall have given to the Issuer written notice of resignation or after the
occurrence of any other event requiring such appointment, the Registrar or any Bondholder may
apply to any court of competent jurisdiction to appoint a successor. Any Registrar appointed under
the provision of this section shall be a bank, trust company or national banking association
authorized to perform the duties imposed upon it by this Resolution. _

Section 8.09. Transfer of Rights and Property to Successor. Any predecessor. Registrar or
Paying Agent shall pay over, assign and deliver any moneys, books and records held by it to its

SUCCCSSOr.

Section 8.10. Merger or Consolidation. Any company into which the Registrar may be
merged or converted or with which it may be consolidated or any company resulting from any
merger, conversion or consolidation to which it shall be a party, or any company to which the -
Registrar or any public officer or court may sell or transfer all or substantially all of its corporate
trust business, shall be the successor to such Registrar without the execution or filing of any paper
or the performance of any further act; provided, however, that such company shall be a bank, trust
company or national banking association meeting the requirements set forth in Section 8.08.
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Section 8.11. Adoption of Authentication. In case any of the 2010 Series A Bonds shall
have been authenticated but not delivered, any successor Registrar may adopt a Certificate of
Authentication and Registration executed by any predecessor Registrar and deliver such Bonds so
authenticated, and in case any 2010 Series A bonds shall have been prepared but not authenticated,
any successor Registrar may authenticate such Bonds in the name of the predecessor Registrar or in
its own name,

Section 8.12. Paying Agent. The Issuer is hereby authorized and directed to enter into an
agreement with the Paying Agent, the substantial form of which agreement is to be approved by the
Certificate of Determination of the Issuer. Any alternate Paying Agent must be a bank, trust
company or national banking association authorized to perform the duties imposed upon it by this
Resolution. Such altemated Paying Agent shall signify its acceptance of the duties and obligations
imposed upon it pursuant hereto by executing and delivering to the Issuer a written acceptance
thereof. Any successor Paying Agent shall take such actions as may be necessary to ensure that the
Bonds shall be and remain DTC-eligible. : :

Each Paying Agent shall be entitled to payment and reimbursement for reasonable fees for
its services rendered hereunder and all advances, counsel fees and other expenses reasonably and
necessarily made or incurred by such Paymg Agent in connection w1th such services solely from
moneys avallablc therefor. :

Any bank, trust company or national banking association with or into which any Paying '

Agent may be merged or consolidated, or to which the assets and business of such Paying Agent

may be sold, shall be deemed the successor of such Paying Agent for the purposes of this.

Resolution. If the position of Paying Agent shall become vacant for any reason, the Issuer shall,
within 30 days thereafter, appoint a bank, trust company or national banking association located in

the same city as such Paying Agent to fill such vacancy; provided, however, that, if the Issuer shall

fail to appoint such Paying Agent within said period, the Bond Commission, a court of competent
jurisdiction or a majority of the Bondholders may make such appointment.

The Paying Agent shall enjoy the same protective provisions in the performance of its duties
hereunder as are specified in this Article VII with respect to the Registrar, insofar as such

provisions may be apphcable

Nouce of the appointment of successor or additional Paymg Agents or fiscal agents shall be
given in the same manner as provided by Section 8.08 hereof with respect to the appointment of a
successor Registrar.

All moneys received by the Paying Agent shall, until used or applied as provnded in this
Resolution, be held in trust for the purposes for which they were received. _

47

M 5 N 4 e A TN e A e o e f e MLl ettt e mean o Lt et o

U e hoE e b

3
i
k!
3




ARTICLE IX
DEFEASANCE; PISCHARGE OF PLEDGE OF RESOLUTION

Section 9.01. Defeasance: Discharge of Pledge of Resolution. If the Issuer shall pay or
cause to be paid, or there shall otherwise be paid, to the respective Holders of all 2010 Series A
Bonds the principal of and interest due or to become due thereon, at the times and in the manner
stipulated therein and in this Resolution, then this Resolution and the pledges of the Net Revenues
and other moneys and securities pledged hereunder, and all covenants, agreements and other

obligations of the Issuer on behalf of the Holders of the 2010 Series A Bonds made hereunder, shall

thereupon cease, terminate and become void and be discharged and satisfied, except as may be
necessary to assure the exclusion of interest on the 2010 Series A Bonds from gross income for
federal income tax purposes. '

The 2010 Series A Bonds for the payment of which either moneys in an amount which shall
be sufficient, or securities the principal of and the interest on which, when due, will provide moneys
which, together with the moneys, if any, deposited with the Paying Agent at the same or earlier
time, shall be sufficient, to pay as and when due the respective principal of and interest on the 2010
Series A Bonds shall be deemed to have been paid within the meaning and with the effect expressed

in the first paragraph of this section. All 2010 Series A Bonds shall, prior to the maturity thereof, be
deemed to have been paid within the meaning and with the effect expressed in the first paragraph of
this section if there shall have been deposited with the Bond commission or an escrow trustee either

moneys in an amount which shall be sufficient, or securities the principal of and the interest on
which, when due, will. provide moneys which, together with the moneys, if any, deposited with the

Bond Commission or said escrow trustee at the same or earlier time shall be sufficient, to pay when

due the principal of, any redemption premium on and interest due and to become due on the 2010

Series A Bonds on and prior to the Maturity Date thereof, or if the Issuer irrevocably determines to

redeem any of the 2010 Series A Bonds prior to the maturity thereof, on and prior to said
Redemption Date.' Neither securities nor moneys deposited with the Bond Commission or an
escrow trustee pursuant to this section nor principal or interest payments on any such securities shall
be withdrawn or used for any purpose other than, and shall be held in trust for, the payment of the
principal of and interest on the 2010 Series A Bonds; provided, that any cash received from such
principal, redemption premium, if any, and interest payments on such securities deposited with the
Bond Commission or said escrow trustee, if not then needed for such purpose, shall, to the extent
practicable, be reinvested in securities maturing at times and in amounts sufficient to pay when due
the principal of an redemption premium, if any, and interest to become due on the 2010 Series A
Bonds on and prior to such maturity or Redemption Dates thereof, and interest earned from such
reinvestments shall be paid over to the Issuer as received by the Bond Commission or said escrow
trustee, free and clear or any trust, lien or pledge. For the purpose of this section, securities shall
mean and include only Government Obligations, as such term is limited by the provisions in Section
1.01 hereof or such additional securities as shall be set forth in the Certificate of Detcrmination.
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ARTICLE X
MISCELLANEOUS

Section 10.01. Amendment of Resolution. Prior to issuance of the 2010 Series A
Bonds, this Resolution may be amended or supplemented in any way by a Supplemental
Resolution. Following issuance of the 2010 Series A Bonds, this Resolution may be amended
or modified by a Supplemental Resolution without the consent of any Bendholder or other
person, so long as such amendment ot modification is not materially adverse to any Bondhoider,
as determined by an opinion of Bond Counsel. No Materially adverse amendment or
modification to this Resolution, or of any Supplemental Resolution, may be made without the
written consent of the Holders of 60% in aggregate principal amount of the 2010 Series A
Bonds then Outstanding and affected thereby, which must be filed with the Issuer before any
such modification or amendment may be made. No such modification or amendment shall
extend the maturity of or reduce the interest rate on, or otherwise alter the terms of payment of
the principal of or interest on, any 2010 Series A Bond without the express written consent of
the Holder of each 2010 Series A Bond so affected, nor reduce the percentage of 2010 Series A
Bonds required for consent to any such modification or amendment.

Section 10.02. Evidence of Signatures of Bondholders and Ownership of Bonds.
Any request, consent, revocation of consent or other instrument which this Resolution may
require or permit to be signed and executed by Bondholders may be in one or more instruments
of similar tenor, and shall be signed or executed by such Bondholders in person or by their
attorneys duly authorized in writing. Proof of the execution of any such instrument, or of an
instrument appointment or authorizing any such attorney, shall be sufficient for any purpose of
this Resolution if made in the following manner, or in any other manner satisfactory to the
Issuer or the Registrar, as the case may be, which may nevertheless in its discretion require
further or other proof in cases where it deems the same desirable: '

A. The fact and date of the execution by any Bondholder or his attorney of any .

such instrument may be proved (i) by the certificate of a notary public or other officer
authorized to take acknowledgments of deeds to be recorded in the jurisdiction’in which he
purports to act that the person signing such instrument acknowledged to him the execution
thereof, or by the affidavit of a witness of such execution, duly sworn to before such a notary
public or other officer or (ii) by the certificate, which need not be acknowledged or verified, of
an officer of a bank, a trust company or a financial firm or corporation satisfactory to the Issuer
or the Registrar, as the case may be, that the person signing such instrument acknowledged to
such barik, trust company, firm or corporation the execution thereof.

B. The authority of a person or persons to-execute any such instrument on
behalf of a corporate Bondholder may be established without further proof if such instrument is
signed by a person purporting to be the president or treasurer or a vice-president or an assistant

treasurer of such corporation with a corporate seal affixed, and is attested by a person purporting

10 be its secretary or assislant secretary.
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C. The amount of fully registered Bonds held by a person exccuting any
instrument as a Bondholder, the date of his holding such Bonds and the numbers and other
identification thereof, shall be confirmed by the Bond Register.

Any request, consent or other instrument executed by the Holder of any. Bond shall bind al
future Holders and owners or such Bond in respect of anything done or suffered to be done
hereunder by the Issuer or the Registrar in accordance therewith.

Section 10.03. Preservation and Inspection of Documents. To the extent allowable

under law, all reports, certificates, statements and other documents received by the Registrar
under the provisions of this Resotution shall be retained in its possession and shall be available
at all reasonable times for the inspection of the Issuer or any Bondholder, and their agents and

their representatives, but any such reports, certificates, statements or other documents may, at o
the election of the Registrar, be destroyed or otherwise disposed of at any time afier such dateas ~

the pledge created by this Resolution shall be discharged as provided in Section 9.01.

- Section 10.04. Cancellation of Bonds. All Bonds pu:_chascd or paid shall, if

surrendered 1o the Issuer, be canceled and delivered to the Registrar, or, if surrendered to the

Registrar, be canceled by it. No such Bonds shall be deemed Outstanding under this Resolution
and no Bonds shall be issued in lieu thereof. All such Bonds shall be canceled and upon order
of the Issuer shall be destroyed, and a certificate evidencing such destruction shall be delivered

to the Issuer.

Section 10.05. Failure to Present Bonds. Anything in this Resolution to the contrary
notwithstanding, any moneys held by the Bond Commission or Paying Agent in trust for the
payment and discharge of any of the Bonds which remain unclaimed for 1 year after the date on
which such Bonds have become due and payable, whether by maturity or upon call for
redemption, shall at the written request of the Issuer be paid by the Bond Commission or said
Paying Agent to the Issuer as its absolute property and free from trust, and the Bond
Commission or said Paying Agent shall thereupon be released and discharged with respect
thereto, and the Holders of such Bonds shall look only to the Issuer for the payment of such

Bonds; provided, however, that, before making any such payment to the Issuer, the Registrar, if -

so advised by the Bond Commission, or said Paying Agent shall send to the Holder, at the

address listed on the Bond Register, by cerlified mail, a notice that such moneys remain -

unclaimed and that, after a date named in said notice, which date shall be not less than 30 days
after the date of such notice is mailed, the balance of such moneys then unclaimed will be
returned to the lssuer. If any of said Bonds is a coupon Bond, the Registrar or said Paying
Agent shall also publish such notice, not less than 30 days prior to the date such moneys will be
returned to the Issuer, in an Authorized Newspaper. '

Section 10.06. Notices, Demands and Requests. Unless otherwise expressly
provided, all notices, demands and requests to be given or made hereunder to or by the Issuer,
the Registrar, the Paying Agent, the Depository Bank, the Original Purchaser shall be in writing
and shall be properly made if sent by united States mail, postage prepaid, and addressed as

follows or if hand-delivered to the individual to whom such notice, demand or request is
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required to be directed as indicated below or by Electronic Means (other than a telephonic
communicationy: ' o . '

ISSUER

Jefferson County Public Service District

340 Edmonds Road, Suite A

Keameysville, West Virginia 25430

Attention: Chairman
REGISTRAR AND PAYING AGENT

[To be set forth in the Certificate of Determination.]
DEPOSITORY BANK

[To be set forth in the Certificate of Determination. ]

ORIGINAL PURCHASER

- Crews & Associates, Inc.
Capital Markets Group
300 Summers Street, Suite 930
Charleston, West Virginia 25301
Attention: Public Finance

Any party listed above may change such address listed for it at any time upon notice
of change sent by United States mail, postage prepaid, or by Electronic Means to the other
parties. o :

Section 10.07. No Personal Liability. No member of the Issuer or officer or
employee of the Issuer shall be individually or personally liable for the payment of the principal
of or the interest on any Bond, but nothing herein contained shall relieve any such member,
official or employee from the performance of any official duty provided by law or this
Resolution.

Section 10.08. Law Applicable. The laws of the State shall govern the construction
of this Resolution and of all Bonds issued hereunder.

Section 10.09. Parties Interested Herein. Nothing in this Resolution expressed or
implicd is intended or shall be construed to confer upon, or give to, any person or corporation,
other than the Issuer, the Registrar, the Paying Agent, the Holders of the 2010 Series A Bonds
and the Original Purchaser, any right, remedy or claim under or by reason of this Resolution.
All the covenants, stipulations, promises and agreements contained in this Resolution by and on
behalf of the Issuer shall be for the sole and exclusive benefit of the Issuer, the Registrar, the
Paying Agent, the Holders of the 2010 Series A Bonds and the Original Purchaser.
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Section 10.10. Severability of [nvalid Provisi of, pit
or provision of this Resolution shall be held invalid, such invalidity shall not affect any of the
remaining provisions of this Resolution.

Section 10.11. Table of Centents and Headings. The Table of Contents and
headings of the articles, sections atid. subsections hereof are for convenience only and shall
neither control nor affect in any way the meaning or construction of any of the provisions

hereof,

. Section 10.12. Conflicting Provisions Repealed. All orders, resolutions or parts
thereof in conflict with the provisions of this Resolution, are, to the extent of such conflict,
hereby repeated; provided that, in the event of any conflict between this Resolution and the Prior
Resolutions authorizing the Prior Bonds;- the Prior Resolutions shall control, unless less

restrictive, so long as the Prior Bonds are Qutstanding.

Section 10.13. Covenant of Due Procedure, Etc. The Issuer covenants that all acts,

conditions, things and procedures required to exist, to happen, to be performed or to be taken
precedent to and in the adoption of this Resolution do Exist, have happened,. have been
performed and have been taken in regular and due time, form and manner as required by and in
full compliance with the laws and Constitution of the State of West Virginia applicable thereto,

and that the Chairman, Secretary and members of the Goverming Body were at all times when.

any actions in connection with the Resolution occurred and are duly in office.

Section 10.14. Effective Date. This Resolution shall take -effect immediately upon
adoption. :

Adopted this 6" day offyid , 2010

o (2. cl -
s P,

.. If any sectiof, parageaph, clause.




CERTIFICATION

Certified a true, cotrect and complete copy of a Resolition duly adopted by the
Public Service Board of Jefferson County Public Setvice District on the 6th day of April, 2010,

Dated this rrm dayof.lunc,zolo..

[SEAL] _ :
e

2014040
1212322




EXHIBIT A — BOND FORM

Unless this certificate is presented by an authorized represenlative of The Depository Trust Comparny, a New
York corporation ("DTC"), to the Issuer or ils agent for regisiration of transfer, exchange or payment, and any
certificate issued is registered in the name of Cede & Co. or in such other name as Is requested by an
authorized representative of DTC (and any payment is made 1o Cede & Co. or to such other entity as is
requested by an authorized representative of DTC), ANY TRANSFER, PLEDGE OR OTHER USE HEREOF
FOR VALUE OR OTHERWISE BY OR TOQ ANY PERSON IS WRONGFUL inasmuch as the registered owner

hereaf, Cede & Co. has an interest herein,

No. AR- ) $
UNTED STATES OF AMERICA
STATE OF WEST VIRGINIA
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
SEWER REFUNDING REVENUE BOND
2010 SERIES A
INTEREST RATE MATERITY DATE BOND DATE CUSIP
NO.
% October 1, 2028 , 2010

REGISTERED OWNER: CEDE & CO.

PRINCIPAL AMOUNT:

KNOW ALL MEN BY THESE PRESENTS: That JEFFERSON COUNTY
PURLIC SERVICE DISTRICT (WEST VIRGINIA), a public service district and public
corporation and political subdivision of the State of West Virginia in Jefferson County of
said State (the “Issuer™), for value received, hereby promises to pay, solely from the special
funds provided therefor, as hereinafter set forth, to the Registered Owner specified above, or
registered assigns (the “Registered Owner”), on the Maturity Date specified above, the
Principal Amount specified above and solely from such special funds atso to pay interest on
said Principal Amount from the Interest Payment Date (as hereinafter defined) preceding the
date of authentication hereof or, if authenticated after the Record Date (as hereinafter
defined) but prior to the applicable Interest Payment Date or on said Interest Payment Date,
from said Interest Payment Datc or, if no interest has been paid, from the Bond Date
specified above, or, if and to the extent that the Issuer shali default in the payment of interest
on any Interest Payment Date, then this Bond shall bear interest from the most recent
Interest Payment Date to which interest has been paid or duly provided for, and in which
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case any Bond surrendered for transfer or exchange shall be dated as of the Interest Payment
Date to which interest has been paid in full, at the Interest Rate per annum specified above,
semiannually, on 1 and -~ 1, in each year,
beginning : 1, 2011 (each an “Interest Payment Date™), until maturity or until the
date fixed for redemption if this Bond is called for prior redemption and payment on such

date is provided for. Capitalization terms used and not defined herein shall have the .

meanings ascribed thereto in the hereinafter described Resolution.

Interest accruing on this Bond on and prior to the Maturity Date hereof shall be
payable by check or - draft mailed by .,
T ‘ _, West Virginia, as paying agent (in such capacity, the “Paying
Agent”), to the Registered Owner hercof as of the applicable Record Date (each
- 15 and .__15) or, in the event of a default in

the payment of Bonds, that special record date to be fixed by the hereinafter named
Registrar by notice given to the Registered Owners not less than 10 days prior to said special
record date at the address of such Registered Owner as it appears on the registration books
of the Issuer maintained by -, , West
Virginia, as registrar (in such capacity, the “Registrar”), or, at the option of any Registered

Owner of at least $500,000 in aggregate principal amount of Bonds, by wire transfer in

immediately available funds to a domestic bank account specified in writing by the
Registered Qwner to the Paying Agent at least 5 days prior to such Record Date. Principal

and premium, if any, shall be paid when due upon presentation and surrender of this Bond
for payment at the principal corporate trust office of the Paying Agemt, in

, West Virginia.

This Bond is one 6f an issue of a series of bonds, in the aggregate principal amount

of § designated “Jefferson County Public Service District (West |

Virginia) Sewer Refunding Revenue Bonds, 2010 Series A (the “Bonds™), of like tenor and
effect, except as to number, denomination, date of maturity and interest rate, date
1, _, the proceeds of which are to be used, together with other funds of
the Issuer, (i) to currently refund all of the Sewer Refunding Revenue Bonds, Series 1998 A,
dated February 15, 1998, of the Issuer outstanding in the total aggregate principal amount of
$ (the “Bonds to be Refunded™), which were issued to (i) to pay the costs of
acquisition and construction of certain additions, betterments and improvements to the
public sewerage system of the Issuer (the “System”); (i) to fund a reserve account for the
Bonds; and (iii) to pay certain costs of issuance of the Bonds and related costs. The Bonds
are issued under the authority of and in full compliance with the Constitution and statutes of
the State of West Virginia, including particularty Chapter 16, Article 13A of the West
Virginia Code of 1931, as amended (the “Act”), and a resolution duly adopted by the Issuer
on April 6, 2010 (the “Resolution”), and is subject to all the terms and conditions of the
Resolution. The Resolution provides for the issuance of additional bonds under certain
conditions, and such bonds would be entitled to be paid and secured equally and ratably
from and by the funds and revenues and other security provided for the Bonds under the
Resolution. Reference is hereby made to the Resolution, as the same may be amended and
supplemented from time to time, for a description of the rights, limitations of rights,
obligations, duties and immunities of the Issuer, the Registrar, the Paying Agent, the
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Registered_. Owners of the Bonds and the Registered Owners of any subsequently issued
additional bonds. Executed counterparts or certified copies of the Resolution are on file at
the Office of the Issuer.

THIS BOND IS ISSUED ON A PARITY WITH RESPECT TO LIENS, PLEDGE
AND SOURCE OF THE SECURITY FOR PAYMENT, AND IN ALL RESPECTS,
WITH THE FOLLOWING OUTSTANDING SEWER REVENUE BONDS OF THE
ISSUER: () SEWER REVENUE BONDS, SERIES 1988B, DATED MAY 5, 1988,
ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $425,767 (THE
“SERIES 1988B BONDS™), (I) SEWER REVENUE BONDS, SERIES 1993A (WEST
VIRGINIA SRF PROGRAM), DATED NOVEMBER 10, 1993, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $971,000 (THE “SERIES 1993A
BONDS?), (IIf) SEWER REVENUE BONDS, SERIES 1998B (WEST VIRGINIA SRF
PROGRAM), DATED JUNE 25, 1998, ISSUED IN THE ORIGINAL AGGREGATE
PRINCIPAL AMOUNT OF $599,089 (THE “SERIES 1998B BONDS™), (IV) SEWER
REVENUE BONDS, SERIES 1998C (WEST VIRGINIA INFRASTRUCTURE FUND),
DATED JUNE 25, 1998, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL
AMOUNT OF $662,039 (THE “SERIES 1998C BONDS™), (V) SEWER REVENUE
BONDS, SERIES 1999A (WEST VIRGINIA SRF PROGRAM), DATED DECEMBER 8,
1999, ISSUED IN THE ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $378,363
(THE “SERIES 1999A BONDS”), (VI) SEWER REVENUE BONDS, SERIES 2000A
(WEST VIRGINIA SRF PROGRAM), DATED JUNE 22, 2000, ISSUED IN THE
ORIGINAL AGGREGATE PRINCIPAL AMOUNT OF $1,154,889 (THE “SERIES -
2000A BONDS”), AND (VII) SEWER REVENUE BONDS, SERIES 2008 A (WEST
VIRGINIA SRF PROGRAM), DATED JUNE 18, 2008, ISSUED IN THE ORIGINAL
AGGREGATE PRINCIPAL AMOUNT OF $2,005,000 (THE “SERIES 2008A BONDS,”
AND COLLECTIVELY WITH THE SERIES 19888 BONDS, THE SERIES 1993A
BONDS, THE SERIES 1998B BONDS, THE SERIES 1998C BONDS, THE SERIES
1999A BONDS, THE SERIES 2000A BONDS AND THE SERIES 2008 A BONDS, THE .
“pRIOR BONDS™): THE PRIOR BONDS ARE PAYABLE FROM AND SECURED BY
NET REVENUES OF THE SYSTEM. - .

The Tssuer also has outstanding its Refunding Sewerage System Bond Anticipation
Notes, Series 2010, dated January 6, 2010, issued in the aggregate principal amount of
$750,000. The Notes are payable only from and secured by a first lien on (i) the proceeds of
revenue bonds or other obligations of the Issuer to be issued subsequent to the issuance of
the Notes to permanendy finance the costs of the Project; (ii) the proceeds of any grants
received by the Issuer for the Project, and (iii) the Surplus Revenues, if any, of the System.
The Notes are subordinate in all respects to the Prior Bonds.

The Bonds of this issue are subject to redemption prior to their stated Maturity
Dates, as provided in the Resolution and Certificate of Determination, as set forth in the

following lettered paragraphs: - :
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(A) Optional Redemption. The Bonds are not subject to-optional redemption
prior to ___ - . At the option of the Issuer, the Bonds will be subject to
redemption prior to maturity on and after _.,asa
whole at any time and in part on any Interest Payment Date, in inverse order of matunty and
by random selection within maturities if less than all of any maturity, at a redemption price
{expressed as a percentage of the principal amount) set forth below, plus interest accrued to
the date fixed for redemption::

Period During Which Redeemed ' Redemption
Dates Inclusive) Price

(B) Mandatory Sinking Fund Redemption. The Bonds maturing on
, are subject to mandatory sinking fund redemption prior
to maturing on of the years and in the principal amounts set forth
below, at the redemption price of 100% of the principal amount of each Bond so called for
redemption plus interest accrued to the date fixed for redemption: ‘

Bonds Maturing

Year : Prncipal Amount
Bonds Maturing

Year{ ) Principal Amount
Bonds Maturing

Year : . Principal Amoung.
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Bonds Maturing
Year( ) A Principal Amount

* Final Maturity

" " In the event of any redemption. of less than all outstanding Bonds, Bonds shall be
selected for redemption by lot or in such-other manner deemed appropriate by the Paying
Agent. If less than all the Bonds are to be redeemed, the Bonds to be redeemed shall be
identified by reference to the Series designation, date of issue, CUSIP numbers and Maturity

Dates.

Notice of any redemption of this Bond, unless waived, shall be given by the Paying
Agent on behalf of the Issuer by mailing an official redemption notice by registered or
certified muail at least 30 days and not more than 60 days prior to the date fixed for
redemption to the Registered Owner of the Bond or Bonds to be redeemed at the address
shown on the Bond Registrar or at such other address as is furnished in writing by such
Registered Owner to the Registrar. A copy of such notice of redemption shall also be
mailed to the Registrar. Notice of redemption having been given as aforesaid, the Bonds or
portions of Bonds so to be redeemed shall, on the Redemption Date, become due and
payable at the redemption price therein specified, and from and after such date (unless the
Issuer shall default in the payment of the redemption price) such Bonds or portions of Bonds
shall cease to bear interest.

Failure to receive such notice or any defect therein or in the mailing thereof shall not
affect the validity of proceedings for the redemption of this Bond.

" This Bond is payable from and secured by a pledge of the Net Revenues (as defined

in the Resolution) to be derived from the operation of the System, on a parity with the
pledge of Net Revenues in favor of the holders of the Prior Bonds and senior and prior to the
Notes, and from moneys in the reserve account created under the Resolution for the Bonds
(the “2010 Series A Bonds Reserve Account”) and unexpected proceeds of the Bonds. Such
Net Revenues shall be sufficient to pay the principal of and interest on all bonds which may
be issued pursuant to the Act and shall be sct aside as a special fund hereby pledged for such
purpose. This Bond does not constitute a corporate indebtedness of the Issuer within the
meaning of any constitutional or statutory provisions or limitations, nor shall the Issuer be
obligated to pay the same, except from said special fund provided from the Net Revenues,
the moneys in the 2010 Series A Bonds Reserve Account and unexpended proceeds of the
Bonds. Pursuant to the Resolution, the Issuer has covenanted and agreed to establish and
maintain just and equitable rates and charges for the use of the System and the services
rendered thereby, which shall be sufficient, together with other revenues of the System, to
provide for the reasonable expenses of operation, repair and maintenance of the System, and
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to leave a balance cach year equal to at least 115% of the maximum amount payable in any
year for principal of and interest, if any, on the Bonds and all other abligations secured by a
lien on or payable from such revenues prior to or on a parity with the Bonds, including the

Prior Bonds. Additional parity bonds may be issued under the conditions and within the

limitations set forth in the Resolution.

All moneys received from the sale of this Bond except for accrued interest thereon
shall be applied solely to refund the Bonds to be Refunded, fund a reserve account for the
Bonds, and pay costs of issuance thereof, and there shall be, and hereby is, created and
granted a lien upon such moneys, until so applied, in favor of the registered owner of this
Bond.

IT IS HEREBY CERTIFIED, RECITED AND DECLARED that all acts,
conditions and things required to exist, happen and be performed precedent o and in the
issuance of this Bond do exist, have happened and have been performed in due time, form

and manner as required by law, and that the amount of this Bond, together with all other

obligations of said Issuer, does not exceed any limit prescribed by the Constitution or
statutes of the State of West Virginia, and that a sufficient amount of the Net Revenues of
the Systemn has been pledged to and will be set aside into said special fund by said Issuer for
the prompt payment of the principal of and interest on the Bonds of which this Bond is one.

This Bond, under the provisions of the Act is and has all the qualities and incidents
of, a negotiable instrument under the Uniform Commercial Code of the State of West
Virginia, but may be transferred only upon the surrender hereof at the office of the Registrar
and otherwise as provided by the Resolution.

This Bond, together with the interest thereon, is under the Act exempt from taxation
by the State of West Virginia, and the other taxing bodies of the State.

This Bond has been designated a “qualified tax-exempt obligation” within the
meaning of Section 265(b)(3)(B) of the Internal Revenue Code of 1986, as amended.

This Bond shall not be entitled to any benefit under the Resolution, or become valid
or obligatory for any purpose, unti] the certificate of authentication and registration thereon
shall have been signed by the Registrar.

All provisions of the Resolution and the statutes under which this Bond is issued
shall be deemed to be a part of the contract evidenced by this Bond to the same extent as if
written fully herein.

[REMAINDER OF PAGE INTENTIONALLY LEFT BLANK]
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IN WITNESS WHEREOF, JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT (WEST VIRGINIA) has caused this bond to be signed by its Chairman, and its
corporate seal to be imprinted hereon and attested by its Secretary and has caused this Bond -
to be dated, as of the Bond Date specified above. _

[SEAL]
{Manual or Facsimile Signature)
Chairman .
ATTEST:
Manual or Facsumle Sl ature
Secretary ‘
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CERTIFICATE OF AUTHENTICATION AND REGISTRATION

This Bond is one of the fully registered Bonds described in the written-mentioned ;

* Resolution and has been duly registered in the name of the Registered Owner on the date set :
forth below. i
‘Dated: 2010 :

as Registrar '

By

Its: Authorized Officer :
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ASSIGNMENT -

Social Security or Other Identifying Number of Assignee

FOR VALUE RECEIVED, the undersigned hereby sells, assigns and
transfers unto

the within Bond and does hereby

irrevacably constitute and appoint

, to transfer the said Bond on the
books kept for registration thereof with full power of substitution in the premises.

Dated: R

SIGNATURE GUARANTEED:

(Bank, Trust Company or Firm)

(Authorized Officer)

NOTICE: The Assignor’s signature to this Assignment must correspond
with the name as it appears upon the face of the within Bond in every particular, without

alteration or any change whatever.




EXHIBIT B~ FORM OF CERTIFICATE OF DETERMINATION

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRG]NIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

CERTIFICATE OF DETERMINATION

The undersigned, : , Chairman of the Jefferson County
Public Service District (the “District™), in accordance with Sections 2.02 and 2,03 of the
Bond Resolution adopted by the Board of the District (the “Board™) on April 6, 2010 {the
- “Parameters Resolution”), with respect to the § Jefferson County Public Service
District (West Virginia) Sewer Refunding Revenue Bonds, 2010 Serics A (the “2010 Series
A Bonds™), hereby determines, that: - '

l. The 2010 Series A Bonds shall be issued in the aggregate principal amount

of § , which is less than the $1,975,000 principal amount approved by the
Parameters Resolution.
2. - The 2010 Series A Bonds shall mature on 1, 20__, which does

not exceed the Maturity Date established by the Parameters Resolution.

3. The 2010 Secries A Bonds shall bear interest upon original issuance at the
rates set forth in Schedule A. The interest rates on the 2010 Series A Bonds upon criginal
issuance do not exceed the maximum rate of 7.5% per annum established by the Parameters

Resolution.

4. The 2010 Series A Bonds shall be subject to mandatory and optional
redemption prior to maturity as set forth on the attached Schedule A.

5. The 2010 Series A Bonds shall be sold to Crews & Associates, Inc. (the
“Underwriter”) in accordance with the terms of the Purchase Contract dated ,
2010 between the Underwriter and the Issuer, at an aggregate purchase price of
N (rcpresenting par value less an underwriting discount of §

and a net original issue discount of § ).
6. The 2010 Series A Bonds shall be dated

2010.

7. The 2010 Series A Bonds shall be designated as set forth above,
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The undersigned certifies that the foregoing terms and conditions of the 2010 Series
A Bonds are within the limitations prescribed by Chapter 16, Article 13A of the Code of
West Virginia, 1931, as amended, and within the limits prescribed by the Parameters
Resolution. o _

JEFFERSON COUNTY PUBLIC SERVICE |
DISTRICT ,

By:

Its:

Dated: . , 2010




SCHEDULE A TO EXHIBIT B

CERTAIN DETAILS OF THE BONDS
The Bonds shall bear interest (based on a 360-day year of twelve 30-day months)
at the respective rates and shall mature on _ 1 of the years and in the principal
amounts set forth below:

Principal
Year Amount Interest Rate Yield CUSIP

Redemption Provisions

Mandatory Sinking Fund Redemption. The Bonds maturing are
subject to mandatory redemption, prior to their stated Maturity Date, in part, from payments
deposited in the Fund, on 1 in the years set forth below. The
redemption price will be 100% of the principal amount of the Bonds to be so redeemed plus
accrued interest, if any, to the redemption date. On the following dates, such maturity of
Bonds shall be redeemed or paid in the amounts set forth opposite each such date:
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Maturing . 1,20

Year Principal Amount | |
* Denotes final maturity :
Optional Redemption. The Bonds are not subject to optional redemption prior to .
- . At the option of the Issuer, the Bonds will be subject to redemption ok
prior to maturity on and after __, as a whole at any P

time and in part on any Interest Payment Date, in inverse order of maturity and by random
selection within maturities if less than all of any maturity, at a redemption price (expressed
as a percentage of the principal amount) set forth below, plus interest accrued to the date
fixed for redemption: )

Period During Which Redeemed Redemption
Dates Inclusive) Price
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EXH[BIT C-~FORM OF ESCROW AGREEMENT

§__ : '
JEFFERSON COUNTY PUBLIC SERVICE DISTRICT
(WEST VIRGINIA)
SEWER REFUNDING REVENUE BONDS, 2010 SERIES A

ESCROW AGREEMENT .

This ESCROW AGREEMENT, made and entered into as of , 2010, by
and between JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (the “Issuer”) and the
WEST VIRGINIA MUNICIPAL BOND COMMISSION (thc “Commission” or the

“Escrow Agent™).

WITNESSETH THAT:

WHEREAS, the Issuer presently owns and operates a public sewerage system (the
“System”) and has heretofore financed the acquisition and construction of the System and
certain additions, extensions and improvements thereto by issuance of Prior Bonds (as
hereinafier defined), including its Sewer Refunding Revenue Bonds, Series 19984, dated
February 15, 1998, issued in the original aggregate principal amount of $2,430,000 (the
“Bonds to be Refunded™);

WHEREAS, the Issuer currently has outstanding its (i) Sewer Revenue Bonds,
Series 1988B, dated May 5, 1988, issued in the original aggregate principal amount of
$425,767 (the “Series 1988B Bonds™), (ii) Sewer Revenue Bonds, Series 1993A (West
Virginia SRF Program), dated November 10, 1993, issued in the original aggregate principal
~ amount of $971,000 (the “Series 1993A Bonds™), (iii) Sewer Revenue Bonds, Series 1998B
(West Virginia SRF Program), dated June 2, 1998, issued in the original aggregate principal
amount of $599,089 (the “Series 1998B Bonds™), (iv) Sewer Revenue Bonds, Series 1998C
(West Virginia Infrastructure Fund), dated June 2, 1998, issued in the original aggregate
principal amount of $662,039 (the “Series 1998C Bonds™), (v) Sewer Revenue Bonds,
Series 1999A (West Virginia SRF Program}), dated December 8, 1999, issued in the original
aggregate principal amount of $378,363 (the “Series 199%A Bonds”), (vi) Sewer Revenue
Bonds, Series 2000A (West Virginia SRF Program), dated June 22, 2000, issued in the
original aggregate principal amount of $1,154,889 (the “Series 2000A Bonds™), and (vii)
Sewer Revenue Bonds, Series 2008 A (West Virginia SRF Program), dated June 18, 2008,
issued in the original aggregate principal amount of $2,005,000 (the “Series 2008A Bonds,”
and collectively with the Series 1988B Bonds, the Series 1993A Bonds, the Series 1998B
Bonds, the Series 1998C Bonds, the Series 1999A Bonds, the Series 2000A Bonds and the

Series 2008 A Bonds, the “Prior Bonds™).

WHEREAS, under the provisions of Chapter 16, Article 13A of the West Virginia
Code of 1931, as amended (the “Act™), the Issuer is authorized and empowered to issue
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* refunding revenue bonds for the purpose of retiring or refinancing all or any apart of the
outstanding Bonds to be Refunded;

WHEREAS, the Issuer is advised that present value debt service savings will be
realized as a result of the refunding of the Bonds to be Refunded;

WHEREAS, the Issuer has determined and hereby determines that it would therefore
be to the benefit of the Issuer and its residents to refund the Bonds to be Refunded and to
redeem the Bonds to be Refunded on the Redemption Date (hereinafter defined), in the
manner set forth herein with proceeds of a series of bonds to be desighated “Sewer
Refunding Revenue Bonds, 2010 Series A” (the “2010 Bonds™), in the maximum aggregate
principal amount of not morte than $1,975,000, together with other moneys of the Issuer;

WHEREAS, the Bonds to be Refunded were issued pursuant to a resofution of the |
Issuer duly adopted on February 26, 1998, as supplemented by a resolution of the Issuer
duly adopted on February 26, 1998 (collectively, the “1998 Resolution”);

WHEREAS, the Issuer has determined to issue its Sewer Refunding Revenue
Bonds, 2010 Series A (the “2010 Series A Bonds™) pursuant to a resolution adopted April 6,
2010 (the “Resolution™), and contemporaneously therewith, legally defease the Bonds to be
Refunded by applying proceeds of the 2010 Series A Bonds and ccrtain moneys of the
Issucr (“Issuer’s Funds”) which shall be deposited in the Escrow Fund herein described;

WHEREAS, capitalized terms used herein and otherwise defined shall have the
meanings set forth in the Resolution;

WHEREAS, the amounts deposited in the Escrow Fund delivered to the Escrow
Agent simultaneously with the delivery of the 2010 Series A Bonds, are in such principal
amount and mature and bear interest at such rates and are payable at such times and in such
amounts as to insure the payment of the principal of and interest on the Bonds to be .
Refunded on the redemption date thereof, being "~ , 2010 (the “Redemption
Date”), the entire remaining principal amount of the Bonds to be Refunded then outstanding,
together with a redemption premium and interest accrued thereon to such date (collectively,
the “Redemption Price”) and the Redemption Price is an amount sufficient to fully defease
the Bonds to be Refunded pursuant to the Verification Report, dated , 2010, of -
, a firm of independent certified public accountants, aftached
hereto as EXHIBIT A — VERIFICATION REPORT (the “Verification Report™); and

WHEREAS, the Issuer has found it desirabie to appoint the Escrow Agent and the
Escrow Agent has agreed to such appointment for the purposes of recciving the deposits to
the escrow fund (hereinafter defined) and disbursing to the paying agent such amounts as
may be necessary to provide the Redemption Price on the Redemption Date;
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NOW, THEREFORE, in consideration of the mutual agreements contained herein,
and in order further to secure payment of the' Bonds to be Refunded, as heretofore provided,
the parties hereto mutually undertake, promise and agree for themselves, their respective
representauves, Successors arid assigns, as follows:’ :

- L There is hereby created and established with the Escrow Agent an
irrevocable trust fund to be known as the “Escrow Fund,” to be held in the custody of the
Escrow Agent, separate and apart from all other funds of the Issuer and the Escrow Agent.
The deposits of moneys in the Escrow Fund shall constitute an irrevocable deposit of said
moneys in trust for, and such moneys, together with any income or interest earned thereon,
shall be applied, except as otherwise provided herein, to the payment of the Redemption
Price of the Bonds io be Refunded on the Redemption Date, all in accordance with
paragraph 4 hereof. )

2 Concurrently with the delivery of the 2010 Series A Bonds, the Commission
shall transfer from the Bonds to be Refunded Sinking Fund the sum of § to the
Escrow Agent for deposit into the Escrow Fund and from the Bonds to be Refunded Reserve
Account the sum of § ____to the Escrow Agent for deposit into the Escrow Fund.

3. Concurrently with the delivery of the 2010 Series A Bonds, the Issuer and
the Escrow Agent shall cause (i) 2010 Series A Bonds proceeds in the amount of
$ , and (ii) the amount described in paragraph 2 above, on deposit. with the
Commission in the Bonds to be Refunded Sinking Fund and Reserve Account in the amount
of § (total of § ) to be deposited in the Escrow Fund and shall be .
applied solely to the payment of the Bonds to be Refunded. ' , has
certified, in its Verification Report, attached hereto as EXHIBIT A, that the cash in the
Escrow Fund will be sufficient to pay the principal of and interest on the Bonds fo be
Refunded as the same become due, and on the Redemption Date. The monies in the Escrow
Fund shall not be invested.

4. The Escrow Agent shall transfer from the Escrow Fund and deposit the
Redemption Price directly with the paying agent for the Bonds to be Refunded, in
immediately available funds on the Redemption Date.

5. The holders of the Bonds to be Refunded shall have an express lien on all
money and assets in the Escrow Fund until paid out, used and apphed in accordance with

this Agreement.

6. Subject to the provisions of paragraph. 15 hercof, 12 months after the
payment of all amounts required to be paid pursuant to paragraph 4 of this Agreement, the
amounts remaining in the Escrow Fund, if any, shall be deposited by the Escrow Agent in
the 2010 Series A Bonds Sinking Fund, and applied to payment of the 2010 Series A Bonds.
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7. - The Escrow Agent shall be entitled to fees for services rendered under this
Escrow Agreement and reasonable expenses as set forth in EXHIBIT B — ESCROW
AGENT FEES, attached hereto. The Issuer shall pay from its own funds, to the Escrow
Agent the amounts at the times set forth in EXHIBIT B. In no event shall such fees or
expenses be paid from the Escrow Fund, nor shall the Escrow Agent or the paying agent
have any lien whatsoever upon any of the moneys in the Escrow Fund for the payment of
such fees or expenses. ‘ :

8. The Issuer and the Escrow Agent independently hereby covenant that no part
of the moneys or funds at any time in the Escrow Fund shall be used directly or indirectly to
acquire any securities or obligations, the acquisition of which would cause any of the Bonds
to be Refunded or the 2010 Series A Bonds to be an “arbitrage bond” as defined in Section
148 of the Code, or to be subject to treatment under Section 148 as an obligation not
described in Section 103 of the Code. '

9. The Escrow Agent shall not have any responsibility with respect to the.

sufficiency of this Escrow Agreement to effect payment, redemption or defeasance of the
Bonds to be Refunded. The liability of the Escrow Agent for the payment of the principal
of, interest on and Redemption Price of the Bonds to be Refunded shall be fimited to the
payment of all amounts required to be paid pursuant to paragraph 4 hercof. The Escrow

Agent shall not be liable or responsible because of the failure of the Issuer to perform any -
act required of it by this Escrow Agreement. The Escrow Agent shall have no responsibility -

to the Issuer or any other person in connection with this Escrow Agreement except as
specifically provided herein, and shall not be responsible for anything done or omitted to be
done by it except for its own negligence or willful default in the performance of any
obligation imposed on it hereunder. .

10. By execution of this Escrow Agreement, the Escrow Agent accepts the
duties and obligations as Escrow Agent hereunder. The Escrow Agent represents that it has
all requisite power, and has taken all action necessary to execute the trusts hereby created.

11.  If the Escrow Agent is called upon by the terms of this Escrow Agreement to .

determine the occurrence of any vent or contingency, the Escrow Agent may request from
the Issuer or any other person such reasonable additional evidence as the Escrow Agent in
its discretion may deem necessary to determine any fact relating to the occurrence of such
event or contingency, and in this connection may inquire and consult with the Issuer, at any
time. The Escrow Agent may request an opinion of counsel for a determination of any legal
issuc which might arise in the performance of its duties hereunder and may act in
accordance with the advice given in such opinion.

12.  The Escrow Agent may act upon any notice, request, waiver, consent,
certificate, receipt, authorization, power of attorney or other instrument or document which
the Escrow Agent in good faith believes to be genuine and correct and to have been signed
or sent by the proper person or persons.
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13.  The Escrow Agent may resign or be removed by the Issuer, and thereby
become discharged from the trusts hereby created, by notice given to the Issuer not less than
thirty (30) days before such resignation or removal shall take effect. Such resignation or
removal shall take effect immediately, however, upon the earlier appointment of a new
Escrow Agent hereunder and acceptance of the trusts hereby created. The Escrow Agent
shall continue to serve as Escrow Agent until a successor is appointed and the funds held
hereunder transferred. The Escrow Agent shall provide a proper accounting to the Issuer of
all funds deposited pursuant to this Escrow Agreement within 30 days of the appointment of
a successor Escrow Agent. If no such appointment has been made at the end of the 30 day
period, the Escrow Agent may petition a court of competent jurisdiction for appointment of
a successor or temporary Escrow Agent. In the event of the resignation or removal of the
Escrow Agent, the Escrow Agent shall rebate to the Issuer any fees theretofore paid in
advance by the Issuer to the Escrow Agent for its services under this Escrow Agreement.

14. This Escrow Agreement is made for the benefit of the Issuer, the Escrow
Agent and the holders of the Bonds to be Refunded, except as otherwise expressly provided
herein. This Escrow Agreement may be modified or amended at anytime, provided,
however, that no such modification or amendment shall be made which would, materially
adversely affect the interest of any of the holders of the Bonds to be Refunded.

15.  If any Outstanding Bonds to be Refunded are not presented for payment on
the Redemption Date, and moneys are held by the Escrow Agent for payment thereof, such
moneys shall be held for such purposes for a period of 2 years from the Redemption Date, at
which time such moneys shall be paid to the Issuer. Following such payment to the Issuer,
the Issuer shall be responsible for payment to any holder of the Bonds to be Refunded
presenting such Bonds to be Refunded to the Escrow Agent of the amount payable to such

holder.

16.  This Escrow Agrecment shall terminate on the earlier of the date on which
all the Outstanding Bonds to be Refunded have been redeemed, paid in full and discharged,
or, as described in paragraph 15 above, 2 years after the last date on which payment on the
Bonds to be Refunded is due. Upon termination of this Escrow Agreement, any remaining
moneys in the Escrow Fund shall be transferred as provided in paragraph 6 hereof.

17.  If any one or more of the covenants or agreements provided in this Escrow
Agreement to be performed on the part of any of the parties hereto shall be determined by a
court of competent jurisdiction to be contrary to law, such covenants or agreement shall be
deemed and construed to be severable from the remaining covenants and agreements here in
contained and shall in no way affect the validity of the remaining provisions of this Escrow
Agreement,

18.  This Escrow Agreement may be executed in several counterparts, all or any
of which shall be regarded for all purposes as one original and shall constitute and be but
one and the same instrument.
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19.  This Escrow Agreement is made in the State of West Vn'gnua under the
Constitution and laws of such State and is to be so construed

IN WITNESS WHEREOF the parties hereto have executed thls Escrow Agteemcnt
on the day and year first above wntten

JEFFERSON COUNTY PUBLIC SERVICE
DISTRICT

By:

its: Chairman

WEST VIRGINIA MUNICIPAL BOND
COMMISSION

By:

fts: Execu_tive Director
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EXHIBIT A TO ESCROW AGREEMENT -
VERIFICATION REPORT
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EXHIBIT B TO ESCROW AGREEMENT-
- ESCROW AGENT FEES

None.
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Exhibit D - Bond Purchase Agreement

BOND PURCHASE AGREEMENT

Date: . , 2010

Jefferson County Public Service District
340 Edmond Road, Suite A .
Kearneysville, West Virginia 25430

Re: -§ Jefferson County Public Service District (West Virginia)
Sewer Refunding Revenue Bonds, 2010 Series A .

Ladies and Gentlemen:

Crews & Associates, Inc. (the “Underwriter”) offers to enter into the following agreement with
the Jefferson County Public Service District (West Virginia) (the “Issuer”) which, upon your acceptance
of this offer, will be binding upon you and upon the Underwriter. Words and terms not otherwise defined
herein shall have the same meanings as set forth in the Official Statement described in Section 3 hereof,

" This offer is made subject to acceptance by the iIssuer on or before . 2010, at 7:00
p.m.. New York, New York time.

1. Upon and subject to the terms and conditions and upon the basis of the respective
representations, warranties and covenants hereinafter set forth, the Underwriter hereby agrees to purchase
from the Issuer, and the Issuer hereby agrees to sell to the Underwriter, all (but not less than all) of the

3 Jefferson County Public Service District (West Virginia) Sewer Refunding Revenue
Bonds, 2010 Series A (the “2010 Series A Bonds” or the “Bonds™), at an aggregate purchase price of
b (which represents the aggregate principal amount of the 2010 Series A Bonds, less a
$ underwriting discount). :

The 2010 Series A Bonds are to be special limited obligations of the Issuer, issued pursuant to a

Bond Resolution duly adopted by the Issuer on April 6, 2010 (the “Resolution™) with the final terms to be
as set forth and described in a Certificate of Determinations executed and delivered by the Issuer on
. 2010 (the “Certificate of Determinations™). The payment of the debt service of all of the

2010 Series A Bonds are secured forthwith equally and ratably by: (i) the Net Revenues of the sewerage
system of the Issuer (the "System™), on a parity with respect to lien on, source of and security for payment
with the Prior Bonds (hereinafier defined), and senior and prior to the Notes (hereinafier defined), (ii) the
monies on deposit in the funds and accounts established by the Resolution in connection with the 2010
Series A Bonds. including the monies on deposit in the Escrow Fund (the “Escrow Fund”) established
pursuant to the Escrow Agreement, dated , 2010, between the Issuer and the West Virginia
Municipal Bond Commission (the “Escrow Agreement™). and (iii) the unexpended proceeds of the 2010
Series A Bonds. The Net Revenues derived from the System, in an' amount sufficient to pay the principal
of and interest on the 2010 Series A Bonds and the Prior Bonds. and all other paymenis provided for in
the Resolution. are irrevocably pledged in the manner provided in the Resolution to the payment of the
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principal of and interest on the 2010 Series A Bonds as the same become due and for the other purposes
provided in the Resolution.

The Issuer currently has outstanding the following revenue bonds which are secured by the Net
Revenues of the System: (i) Sewer Revenue Bonds, Series 1988 B, dated May 5, 1988, issued in the
original aggregate principal amount of $425,767 (the “Series 1988 B Bonds”); (ii) Sewer Revenue Bonds,
Series 1993 A (West Virginia SRF Program), dated November 10, 1993, issued in the original aggregate
principal amount of $971,000 (the “Series 1993 A Bonds”); (i) Sewer Refunding Revenue Bonds, Series
1998 A, dated February 15, 1998, issued in the original aggregate principal amount of $2,430,000 (the
“Series 1998 A Bonds™); (iv) Sewer Revenue Bonds, Series 1998 B (West Virginia SRF Program), dated
June 25, 1998, issued in the original aggregate principal amount of $599,089 (the “Series 1998 B
Bonds™); (v) Sewer Revenue Bonds, Series 1998 C (West Virginia Infrastructure Fund), dated June 25,
1998, issued in the original aggregate principal amount of $662,039 (the “Series 1998 C Bonds™); {vi)
Sewer Revenue Bonds, Series 1999 A (West Virginia SRF Program), dated December 8, 1999, issued in
the original aggregate principal amount of $378,363 (the “Series 1999 A Bonds™); (vii) Sewer Revenue
Bonds, Series 2000 A (West Virginia SRF Program), dated June 22, 2000, issued in the original aggregate
principal amount of $1,154,889 (the “Series 2000 A Bonds™); (viii) Sewer Revenue Bonds, Series 2008 A
{West Virginia SRF Program), dated June 18, 2008, issued in the original aggregate principal amount of
$2,005,000 (the “Series 2008 A Bonds™) {collectively, hereinafter called the “Prior Bonds™). The resolutions
pursuant to which the Prior Bonds were issued are hereinafter collectively called the “Prior Resolutions™.

The 2010 Series A Bonds shall be issued on a parity with respect to lien on, source of and security for
payment with the Prior Bonds. The Issuer may issue additional bonds which are on a parity with the 2010 Series
A Bonds in the manner and subject to the terms and conditions set forth in Section 6.07 of the Resolution.

The Issuer also has outstanding its Refunding Sewerage System Bond Anticipation Notes; Series
2010 (the “Notes™), dated January 6, 2010, issued in the aggregate principal amount of $750,000. The
Notes are payable only from and secured by a first lien on (i) the proceeds of revenue bonds or other
obligations of the Issuer to be issued subsequent to the issuance of the Notes to permanently finance the
costs of the project refinanced by the proceeds of the Notes; (ii) the proceeds of any grants received by
the Issuer for the project refinanced by the proceeds of the Notes, and (iii) the Surplus Revenues. if any,
of the System. The Notes are subordinate in all respects to the 2010 Series A Bonds and the Prior Bonds.

The proceeds of the 2010 Series A Bonds, together with other funds of the Issuer available
therefor, will be used as foilows: (i) to refund the entire outstanding principal balance and all accrued
interest on the Issuer’s outstanding Sewer Refunding Revenue Bonds, Series 1998 A, dated February 15,
1998, issued in the original-aggregate principal amount of $2,430,000 (the “Bonds to be Refunded™): (ii)
to fund a Reserve Fund for the 2010 Series A Bonds, if 2010 Series A Bond Proceeds are necessary
therefore; and (iii) to pay costs of issuance of the 2010 Series A Bonds and related costs.

2. The 2010 Series A Bonds will mature on the dates and in the amounts and wilt bear
interest at the rates as set forth on Exhibit A hereto. The 2010 Series A Bonds will be subject to
redemption at the times and prices set forth in the Certificate of Determinations. :

3. Within seven business days of its acceptance hereof, the Issuer shall deliver to the
Underwriter at the expense of the Issuer a sufficient number of copies of a final Official Statement of the
Issuer of even date herewith, executed by the issuer (the “Official Statement™) to enable the Underwriter
to provide an Official Statement with confirmation of the purchase of the Bonds and to otherwise provide -
copies of the Official Statement as required by Rule 15¢2-12 under the Securities Exchange Act of 1934,
The Official Statement shall be in substantially the same form as that of the Preliminary Official




Statement of the Issuer dated , 2010 (the “Preliminary Official Statement™) previously
distributed with respect to the 2010 Series A: Bonds. The Issuer hereby authorizes the use of the Official

Statement and the information therein contained in connection with the public offering and sale of the

2010 Series A Bonds.

The Issuer hereby approves the forms of, and consents to the Underwriter's use of, the
Preliminary Official Statement and the Official Statement in connection with the offering and sale of the
2010 Series A Bonds. The Official Statement is hereby deemed final within the meaning of Rule 15¢2-12
under the Securities Exchange Act of 1934, with such changes, omissions, insertions and revisions as the
Chairman of the Issuer shall deem advisable, such signature to evidence approval thereof, and is hereby
authorized.

4, in order to induce the Underwriter to enter into this Bond Purchase Agreement, the

issuer hereby represents and warrants to the Underwriter that both at the time of acceptance hereof by the .

Issuer and at the time of Closing:

(a) the statements and information contained in the Official Statement under the
heading “INTRODUCTION,” “SOURCES AND USES OF FUNDS.” “SECURITY FOR THE 20i0
SERIES A BONDS.” “THE SYSTEM,” “LITIGATION,” “FINANCIAL STATEMENTS OF THE
DISTRICT.” “CONTINUING DISCLOSURE.” and APPENDICES A and B are and will be true, correct
and complete in all material respects and such statements and-information do not and will not contain any
untrue or misleading statement of a material fact or omit any statement or information which is necessary
to make the statements and information therein, in the light of the circumstances under which they were
made or presented, not misleading in any material respect;

{b) the Issuer is and will be duly organized and validiy existing under the laws of the
State of West Virginia with the powers and authority set forth in Chapter 16, Article 13A of the Code of
-West Virginia, 1931, as amended (collectively, the “Act™), including the full legal right, power and
authority to issue revenue bonds to finance the costs of the refunding of the Bonds to be Refunded and to
enter into this Bond Purchase Agreement, to adopt resolutions with respect to the 2010 Series A Bonds, to
issue, sell and deliver the Bonds to the Underwriter as provided herein and to carry out and consummate
all other transactions contemplated by the aforesaid documents;

(<) when delivered to and paid for by the Underwriter at the Closing in accordance

with the provisions of this Bond Purchase Agreement, the Bonds will have been duly authorized,
executed, authenticated. issued and delivered and will constitute valid and binding special obligations of
the Issuer of the character permitted by the Act (as defined in the Resolution), in conformity with, and
entitled to the benefit and security of, the Act and the Resolution:

(d) the execution and delivery of this Bond Purchase Agreement, the 2010 Series A
Bonds. the Tax Certificate by the Issuer dated the date of delivery of the 2010 Series A Bonds (the “Tax
Certificate™). the Escrow Agreement, dated the date of delivery of the 2010 Series A Bonds, by and
between the Issuer and the West Virginia Municipal Bond Commission (the “Escrow Agreement™). the
Continuing Disclosure Certificate by the Issuer dated the date of delivery of the 2010 Series A Bonds (the
“Continuing Disclosure Certificate™) and the other documents and certificates to be executed and
delivered by the Issuer in connection with the issuance of the 2010 Series A Bonds (collectively, the
“Bond Documents™) and compliance with the provisions hereof and thereof, under the circumstances
contemplated hereby and thereby. will not in any material respect conflict with or constitute on the part of
the Issuer a breach of or default under any agreement or other instrument to which the Issuer is a party or
any existing law, administrative regulation, court.order or consent decree to which the Issuer is subject;
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(e) - all approvals, consents and orders of any governmental authority, board, agency,
councﬂ or commission having jurisdiction which would constitute a condition precedent to the
performance by the Issuer of its obligations hereunder and under the Resolution and the Bonds have been
obtained or, if not, will be obtained on or prior to the time of Closing;

() . no litigation is pending or, to the knowledge of the Issuer, threatened (i) seeking
to restrain or enjoin the issuance or delivery of any of the 2010 Series A Bonds or the application of
proceeds of the 2010 Series A Bonds as provided in the Resolution, (ii) in any way contesting or affecting

any authority for the issuance of the 2010 Series A Bonds or the validity of the 2010 Series A Bonds, the .

Resolution or any of the Bond Documents, (iii) in any way contesting the existence or powers of the
Issuer, or (iv) in any way contesting the right of the members of the board of the Issuer to hold any of
their respective offices;

(2) the Issuer is not in breach of or in default under any existing law, court or
administrative regulation, decree or order applicable to the Issuer or by which it or its property is bound,
and no event has occurred or is continuing which, with the passage of time or the giving of notice, or
both, would constitute a breach of or a default or an event of default thereunder, wherein such breach or

default would have a materially adverse impact on the transactions contemplated by this Bond Purchase
Agreement, the Official Statement or the Resolution or the validity of the 2010 Series A Bonds or any of -

such other documents or any agreement or instrument to which the Issver is a party or by which it or its.

property is bound and which is used or contemplated for use in the consummation of the transactions -

contemplated hereby:

(h) any certificate signed by any officer of the Issuer and delivered to the
Underwriter at the Closing shall be deemed a representation and warranr} by the Issuer to the Underwriter
as lo the statements made therein; -

(i) when this Bond Purchase Agreement is accepted by the Issuer, and when the
2010 Series A Bonds are issued, authenticated, sold and delivered to the Underwriter, each of the
representations and certifications of the Issuer herein, in the Resoluuon and in the Bond Documents is and
will be true. accurate and complete;

() the Issuer has not received any judicial or administrative notice which in any way

questions the Federal tax exempt status of interest on the 2010 Series A Bonds or indicates that

certificates of the lssuer as to non-arbitrage may not be relied upon in accordance with applicable
Treasury Regulations;

(k) since June 30, 2009, no material and adverse change has occurred in the financial
posttion or results of operations of the Issuer;

{h since June 30, 2009, the Issuer has not incurred any material liabilities other than
as disclosed in the Official Statement; :

(m)  to the best knowledge of the officer executing this Bond Purchase Agreement it
is not in breach of or in default under any existing law, court or administrative regulation, decree, order,
agreement or other instrument to which it is subject or is a party or by which it or any of its property is
bound. and no event has occurred and is continuing which, with the passage of time or the giving of
notice, or both, would constitute a breach of or a default or an event of default thereunder,;

~(n) the financial staterments of the lIssuer included in the Preliminary Official
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Statement and the Official Statement as Appendix B thereto present fairly the financial position of the
Issuer as of the respective dates set forth thereon and the results of its operations and the changes in its
financial position for the years ending on such dates in conformity with generally accepted accounting
principles applied on a consistent basis, except as disclosed in the financial statements;

{0) the Issuer has duly taken all action necessary to be taken by it for the issuance
and sale of the Bonds by the Issuer upon the terms set forth herein and in the Official Statement and the
Resolution and for the execution, delivery and performance by it of this Bond Purchase Agreement and
the other Bond Documents and has duly taken all such other action as may be necessary or appropriate for
the effectuation and consummation of the transactions contemplated hereby or by the Official Statement
or the Bond Documents;

) the Issuer will not take or omit to take any action which will in any way cause or
result in the proceeds from the sale of the 2010 Series A Bonds being applied in a manner other than as
provided in the Resolution;

{(q) except as may be described in the Official Statement, there is no action, suit,
proceeding. investigation at law or in equity before or by any court, public board or body pending or, to
the knowledge of the Issuer, threatened against or affecting it which, after due investigation, management
believes will result in the award of money damages in excess of the applicable insurance coverages or
wherein an unfavorable decision, ruling or finding would have a2 materially adverse effect on the
transactions contemplated by thls Bond Purchase Agreement, the Official Statemem or the Bond
Documems

~{r) the Issuer will not, while any 2010 Series A Bonds are Outstanding (within the
meaning of the Resolution), take or permit to be taken any action which would adversely affect the
excluston from gross income of the interest on the 2010 Series A Bonds for Federal income tax purposes
and

(s) the Issuer is eligible and entitled to participate in the transactions contemplated
by this Bond Purchase Agreement, the Official Statement or the Bond Documents.

The Issuer covenants that between the date hereof and the time of Closing it will not take
any action, or omit to take any action, which will cause any of the representations and warrantics made in
this Section 4 to be untrue or incomplete as of the time of Closing.

5. - {(Reserved)

6. The Issuer consents to and ratifies the use of the Preliminary Official Statement prior to
the availability of the Official Statement by the Underwriter in connection with the public offering of the
2010 Series A Bonds after the date hereof.

7. At 10:00 A M. Charleston, West Virginia time, on . 2010, or at such other
time or on such other date as shall have been mutually agreed upon by the Issuer and the Underwriter (the
“Closing Date™). the Issuer will deliver the Bonds to the Underwriter through The Depository Trust
Company (*DTC™) in New York, New York. in definitive form. duly executed by the Issuer and
authenticated by the Registrar. Delivery of the documents described in Section 8 hereof shall occur at the
offices hereinafter specified. Upon receipt thereof, the Underwriter shall pay the purchase price of the
2010 Series A Bonds. plus accrued interest to the Closing Date, if any, to the Issuer in I-ederal funds.
Such delivery and payment therefor is referred to herein as the “Closing™. -




Each maturity of the 2010 Series A Bonds shall be represented by a single certificate registered in
the name of Cede & Co., as nominee of DTC, and will be made available to the Underwriter for checking
not less than 24 hours prior to the Closing Date. It is anticipated that CUSIP identification numbers will
be printed on the 2010 Series A Bonds, but neither the failure to print such numbers on any 2010 Series A
Bond, nor any error with respect thereto, shall constitute cause for a failure or refusal by the Underwriter
to accept delivery of, and pay for, the 2010 Series A Bonds in accordance with the terms of this Bond
Purchase Agreement. = o

The Closing as aforesaid will be held at the offices of Spilman Thomas & Battle, PLLC,
Charleston, West Virginia, or at such other place as shall have been mutually agreed upon by the Issuer
and the Underwriter.

8. The obligations of the Underwriter hereunder shall be subject (i) to the performance by
the Issuer of its obligations to be performed hereunder at or prior to the time of Closing, (ii) to the
accuracy and completeness in all material respects, in the reasonable judgment of the Underwriter, of the
representations and warranties of the Issuer made herein as of the date hereof and as of the time of
Closing and (iii) to the following conditions, including the delivery by the Issuer of such documents as
are enumerated herein in form and substance reasonably satisfactory to the Underwriter, counsel to the
Underwriter, Steptoe & Johnson PLLC, Clarksburg, West Virginia, (“Underwriter Counsel”) and bond
counsel, Spilman Thomas & Battle, PLLC, Charleston, West Virginia (“Bond Counsel™).

(a) ‘At the time of Closing, (i} the Resolution and the Bond Documents shall have
been duly executed and delivered by the respective parties thereto and shall be in full force and effect and
shall not have been amended, modified or supplemented from the forms thereof heretofore submitted to
the Underwriter, except as may have been agreed 1o by the Underwriter with such agreement to be
conclusively evidenced by the closing, (ii) the proceeds of the sale of the Bonds shall be deposited in
accordance with the Resolution and the Official Statement and (iii) the Issuer shall have duly adopted and.

. there shall be in full force and effect such resolutions as in the opinion of Underwriter Counsel shall be
necessary in connection with the transactions contemplated hereby.

(b) The Underwriter shall have the right to cancel its obligations to purchase the
2010 Series A Bonds if:

(1 between the date hereof and the time of Closing. (A) legislation shall be
enacted or be considered actively for enactment by the Congress. or recommended to the
Congress for passage by the President of the United States, or favorably reported for
passage to either House of Congress by any commitiee of such House to which such
legislation has been referred for consideration. or a decision by a court of the United
States or by the United States Tax Court shall be rendered, or a ruling, regulation,
proposed regulation, temporary regulation or official release or statement by or on behalf
of the Treasury Department of the United States, the Internal Revenue Service or any
other governmental agency shall be made or proposed to be made with respect to Federal
taxation upon revenues or other income of the general character of those to be derived by
the Issuer from operation of its System. or upon interest on obligations of the general
character of the 2010 Series A Bonds, or (B) any other action or event shall have
transpired which may (1) have the purpose or effect, directly or indirectly, of adversely
affecting the Federal income tax consequences of any of the transactions contemplated
hereby, including without limitation in the reasonable judgment of the Underwriter,
materially adversely affect the market price or marketability of the 2010 Series A Bonds,
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or the market prices or marketability generally of obligations of the general character of
the 2010 Series A Bonds, or

(2) there shall exist any event which in the reasonable judgment of the
Underwriter either (A) makes untrue or iricorrect in any material respect any statement or
information contained in the Preliminary Official Statement or the Official Statement or
(B) requires the making of any additional statement so that the statements and
information set forth in the Preliminary Official Statement and/or the Official Statement
shall not be misleading in any material respect, or

(3 between the date hereof and the time of Closing, there shall have
occurred any outbreak of hostilities or other national or international calamity or crisis,
the effect of which on the financial markets of the United States is such as, in the
reasonable judgment of the Underwritér, would materially adversely affect the market
price or the marketability of the 2010 Series A Bonds, or

(4) there shall be in force a general suspension of trading on the New York
Stock Exchange or the fixing of maximum or minimum prices for trading on said
Exchange, or

(5) there shall have occurred a financial crisis or a default with respect to the
debt obligations of, or the institution of proceedings under the Federal bankruptcy laws or
West Virginia receivership law by or against, any political subdivision. agency or
instrumentality of the State of West Virginia (the effect of which being. in the reasonable
judgment of the Underwriter, to make it impracticable for the Underwriter 1o market the
2010 Series A Bonds or to enforce contracts for the sale of the 2010 Series A Bonds), or

{6) a general banking moratorium shall have been declared by either Federal,
West Virginia or New York authorities. the effect of which on the financial markets of
the United States is such as, in the reasonable judgment of the Underwriter, would
materially and adversely affect the market price or the marketability of the 2010 Series A
Bonds, or

N a stop order, ruling, regulation or official statement by or on behalf of the

Securities and Exchange Commission shall be issued or made to the effect that the
- issuance, offering or sale of the 2010 Series A Bonds, or of obligations of the general
character of the 2010 Series A Bonds as contemplated hereby, is in violation of any
provision of the Securities Act of 1933, as amended. the Securities Exchange Act of
1934, as amended, or the Trust Indenture Act of 1939, as amended. or

(8) any state “blue sky” or securities commission shall have withheld
registration, exemption, or clearance of the offering of the 2010 Serics A Bonds, and in
the reasonable judgment of the Underwriter, the market for the 2010 Series A Bonds is
materially adversely affected thereby, or

(9) a supplement or amendment shall have been made to the Official
Statement subsequent to the date hereof which describes any materially adverse change in
the affairs of the Issuer not disclosed in the Official Statement and in the Preliminary
“Official Statement,




(c) At the Closing, the Underwriter shall receive the following documents, in such
number of counterparts as may be mutually agreeable to the Underwriter and the Issuer:

(N the approving opinion of Bond Counsel, dated the Closing Date,
addressed to the Issuer, together with a reliance letter to the Underwriter relating to the
due authorization, execution, delivery, validity and tax-exempt status of the interest on
the 2010 Series A Bonds for Federal and West Virginia income tax purposes, in form and
substance satisfactory to the Underwriter;
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2) a supplemental opinion of Bond Counsel, dated the Closing Date,
addressed to the Issuer and the Underwriter, to the effect that:

{t) The statements contained in the Official Statement under the
headings “INTRODUCTION,” “SQURCES AND USES OF FUNDS,” “THE
2010 SERIES A BONDS”, “SECURITY FOR THE 2010 SERIES A BONDS”,
“TAX MATTERS”, “CONTINUING DISCLOSURE” and in Appendix C and
Appendix D except for financial or statistical data therein as to which no opinion
is hereby expressed, thereto insofar as such statements purport to summarize
certain provisions of the 2010 Series A Bonds or the Resolution are true, correct
and complete in all material respects and present a fair summary of the matters
intended 1o be summarized therein; and

(it) No registration of the 2010 Senies A Bonds under the Securities
Act of 1933, as amended, or qualification of the Resolution under the Trust
Indenture Act of 1939, as amended. is required in connection w 1th the offer and
sale of the 2010 Series A Bonds.

3) (Reserved);

4) | (Reserved);

(5) an opinion, dated the Closing Date, addressed to the Underwriter, of
Underwriter’s Counsel, to the effect that the 2010 Series A Bonds are not subject to the
registration requirements of the Securities Act of 1933, as amended, and that the
Resolution is exempt from qualification pursuant to the Trust Indenture Act of 1939, as
amended; in addition, such counsel shall state in its letter containing the foregoing
opinion, or in a separate letter, dated the Closing Date, that, without having undertaken to
determine independently the accuracy or completeness of the statements contained in the i
Official Statement, but on the sole basis of its conferences with representatives of the :
Issuer. Bond Counsel and the Underwriter, and its examination of the Bond Documents, ;
nothing has come to its attention that would lead it 1o believe (excluding therefrom all
information in Appendix A, all financial and statistical data and projections included in
the Official Statement. including the entirety of Appendix B and all information
concerning the Deposit Trust Company and the book-entry only svstem for the 2010
Series A Bonds, on which it expresses no opinion) that the Official Statement contains
any untrue statement of a material fact or omits to state a material fact necessary in order
to make the statements made therein, in light of the circumstances under which the» were

. made, not misleading;

{6) a certificate -of the Issuer, dated the Closing Date. to the effect that the




representations and warranties made by the Issuer in this Bond Purchase Agreement are

true and correct in all material respects on and as of the Closing Date as if made on and -

as of the Closing Date;
(D (Reserved);
(8) executed counterparts of the Tax Certificate;

(9) a certified copy of the resolution(s) of the Issuer authorizing the
execution and delivery of the 2010 Series A Bonds and the Bond Documents, the
execution and use of the Official Statement and the use of the Preliminary Official
Statement and a certificate of the Issuer, dated the Closing Date to the effect that said
resolution(s) have not been modified, amended or repealed;

(10)  a certificate of the Issuer, dated the Closing Date, to the effect that no
litigation or proceeding is pending, or to its knowledge, threatened in any court or by or
before any administrative body contesting the due organization or valid existence of the
Issuer or the validity, due authorization or execution of the 2010 Series A Bonds, the
Official Statement or this Bond Purchase Agreement. or use of either the Preliminary
Official Statement or the Official Statement: -

{11} aspecimen 2010 Series A Bond for each Series:

(12)  a Preliminary Official Statement dated . 2010. and an
Official Statement dated the date of this Bond Purchase Agreement;

{13)  (Reserved);
(14)  aContinuing Disclosure Certificate by the Issuer:

(15) a certificate dated the date of Closing signed by an authorized officer of
the Registrar in form and substance acceptable to the Underwriter and their counsel:

(16)  such additional legal opinions, certificates, proceedings, instruments and

other documents as the Underwriter, or counsel to the Underwriter, or Bond Counsel may
reasonably request to evidence compliance by the Issuer with legal requirements, the
truth and accuracy, as of the time of Closing, of their respective representations herein
contained and due performance or satisfaction by the Issuer at or prior to such time of all
agreements then to be performed and all conditions then to be satisfied by such parties.

If the Issuer shall be unable to satisfy the conditions to the obligations of the Underwriter contained in
this Bond Purchase Agreement or if the obligations of the Underwriter to purchase and accept delivery of
the 2010 Series A Bonds shall be terminated for any reason permitted by this Bond Purchase Agreement.
this Bond Purchase Agreement shall terminate and none of the Underwriter or the Issuer shall be under
any further obligation hereunder: provided. however. that the respective obligations to indemnify, as
provided in Section 10 hereof. and to pay expenses. as provided in Section 11 hereof. shall continue in
full force and effect: and provided. further, that the Underwriter may. in its discretion, waive one or more
of the conditions imposed by this Bond Purchase A.greement for the protection of the Underwriter and
proceed with thc Closing. : : :
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9. . All representations, warranties and agreements of the Issuer contained herein shall remain
operative and in full force and effect regardless of any investigation made by or.on behalf of the
Underwriter and shall survive the Closing,.

10. {a) To the extent allowed by law, the Issuer hereby agrees to indemnify and hold
harmless the Underwriter and each person, if any, who is an officer or employee of any Underwriter or
who controls the Underwriter within the meaning of the Securities Act of 1933, as amended, and
Underwriter Counsel (the “Indemnified Parties™), against any and all losses, claims, damages, liabilities
and expenses (or actions in respect thereof) that arise out of or are based upon any unirue statement or
alleged untrue statement of any material fact as set forth in the Official Statement or the Preliminary
Official Statement (except with respect to the Underwriter, for information under the heading
“Underwriting™), or arise out of or are based upon the omission or alleged omission therefrom of any
statement or information necessary to make the statements therein not misleading including, without
iimitation, the aggregate amount paid in settlement of any litigation commenced or threatened arising
from a claim based upon any such untrue statement or alleged untrue statement or omission or alleged
omission if such settlement is effected with the written consent of the Issuer and the Issuer will reimburse
any legal or other expenses reasonably incurred by any such Indemnified Party in connection with
investigating or defending any such loss, claim, damage, liability or action. The Issuer will assume the
defense of any action against any Indemnified Party based upon allegations of any such loss, claim,
damapge, liability or action, including the retaining of counsel satisfactory to the Indemnified Party and the
payment of counsel fees and all other expenses relating to such defense; provided. however, that any
Indemnified Party may retain separate counsel in any such action and may participate in the defense
thereof at the expense of such Indemnified Party unless such retaining of separate counsel has been
specifically authorized by the Issuer; provided further, that if any Indemnified Party shall have been
advised by counsel that there may be legal defenses available to such Indemnified Party which are
different from or additional to those available to the Issuer, then the Issuer shall not have the right 1o
assume the defense of such action on behalf of such Indemmnified Party, and in such event the said fees
and expenses of the Indemnmified Party in defending such action shall be borne by such party. The
indemnity agreement contained in this Section will be in addition to any liability which the Issuer may
otherwise have and shall survive any termination of this Bond Purchase Agreement, the offering and sale
of the Bonds and the payment or provision for payment of the Bonds.

(b) Promptly after receipt by an Indemnified Party of notice of the commencement of
any action, such Indemnified Party will, if a claim in respect thereof is to be made against the Issuer under
this Section, notify-the Issuer of the commencement thereof, and thereupon-the Issuer (i} will assume the
defense thereof.if and as required under this Section or (ii} if not required to assume such defense, will be
entitled to participate in, and to the extent that they may wish. to assume the defense thereof, with counsel
satisfactory to such Indemnified Party, except as otherwise provided in the preceding paragraph. After
notice from the Issuer to such Indemnified Party of its assumption of the defense thereof. the Issuer will
not be liable to such Indemnified Party under this Section for any legal or other expenses subsequently
incurred by such Indemnified Party in connection with the defense thereof other than reasonable costs of
investigation and except as otherwise provided in the preceding paragraph.

{c) In order to provide for just and equitable contribution ‘in circumstances in which
the indemnity. agreement provided for in subsections (a) and (b) of this Section 10 is for any reason held
to be unavailable to the Underwriter, other than in accordance with the terms. of such subsections. the
Issuer and the Underwriter shall contribute to the aggregate losses, liabilities, claims, damages and
expenses of the nature contemplated by said indemnity agreement incurred by -the lIssuer and the
Underwriter. in such proportions that the Issuer is responsible for that portion represented by the
percentage that the underwriting discount appearing under the heading “Underwriting” in the Official




Statements bears to the initial public offering price appearing thereon and that the Issuer is responsible for
the balance; provided, however, that no person guilty of fraudulent misrepresentation (within the meaning
of Section 11(f) of the Securities Act of 1933, as amended), shall be entitled to contribution from any
person who was not guilty of such fraudulent misrepresentation. For purposes of this subsection {c), each
person, if any, who controls any Underwriter within the meaning of Section 15 of the Securities Act of
1933, as amended, shall have the same rights to contribution as the Underwriter, and each trustee of the
Issuer, each officer of the Issuer who signs the Official Statement and each person, if any, who controls
the Issuer within the meaning of Section 15 of the Securities Act of 1933, as amended, shall have the
same rights to contribution-as the Issuer.

(d) The Issuer deems the Preliminary Official Statement final as of its date except for
the omission of the offering prices, interest rates, sources and uses, selling prices, selling compensation,
aggregate principal amounts, delivery dates, and other terms depending on such matters, and ratifies and
approves the prior distribution of the Preliminary Official Statement by the Underwriter. The Issuer
authorizes the Official Statement, and the information therein contained, to be used in connection with the
public offering and sale of the 2010 Series A Bonds and represents that the Official Statement will be
complete as of the date of its delivery to the Underwriter. If between the date hereof and the 90th day
following the end of the underwriting period for the 2010 Series A Bonds (within the meaning of Rule
15¢2-12 under the Securities Exchange Act of 1934), any event shall occur which would cause the
Official Statement, as then supplemented or amended. to contain any untrue statement of a material fact
or to omit to state a material fact required to be stated therein or necessary to make the statements therein,
in the Jight of the circumstances under which they were made. not misleading. and if in the opinion of the
Issuer or the Underwriter such event requires the preparation and publication of a supplement or
amendment to the Official Statement, the Issuer will cooperate to cause the Official Statement to be
ameénded or supplemented in a form approved by the Underwriter and the Issuer shall bear the reasonable
cost of such amendment or supplementation (1o the extent the same is not paid from 2010 Series A Bond
proceeds). The Underwriter shall, upon the written request of the lIssuer. inform the Issuer whether the
underwriting period for the 2010 Series A Bonds has ended and, if so, the date on which the underwriting
period for the 2010 Series A Bonds ended.

1. (a) All expenses and costs of the Issuer incident to the performance of its obligations
in connection with the authorization, issuance, sale and delivery of the 2010 Series A Bonds to the
Underwriter, including, but not himited to, the costs of printing of the 2010 Series A Bonds and the
typing. printing and distribution of the Preliminary Official Statement and the Official Statement, bond
insurance, if any, the fees of consultants and rating agencies, CUSIP Service Bureau charges, the initial
fees of the Registrar and its counsel, printing costs, filing fees, and the fees and expenses of Bond
Counsel, Underwriter Counsel and the Issuer's counsel in connection with the issuance of the 2010 Series
A Bonds other than those set forth in subsection (b) of this Section 11, shall be paid from the proceeds of
the 2010 Series A Bonds, to the extent available, and otherwise by the Issuer.

(b) The Underwriter shall pay all of their expenses including, but not limited to: (i)
computer expenses, (ii) clearance charges. (iii) Municipal Securities Rulemaking Board fees, (iv) travel.
closing and related expenses, and (v) the cost of Federal or other funds.

12. The Issuer agrees to cooperate reasonably with the Underwriter in any endeavor to
qualify the 2010 Series A Bonds for offering and sale under the securities or “blue sky™ laws of such
jurisdictions of the United States as the Underwriter may request, and the Issuer shall, with respect to the
offer or sale of the 2010 Series A Bonds file written consent to service of process in any jurisdiction in
which such consent may be required by law or regulation so that the 2010 Series A Bonds may be offered
or sold, ' .




During the offering period and for a period not exceeding 90 days after the Closing Date, so long
as the Underwriter is offering any of the 2010 Series A Bonds the Issuer will not adopt any proposed
amendment of or supplement to the Official Statement to which, after having been furnished a copy, the .
Underwriter shall reasonably object in writing or which shall be reasonably disapproved by Underwriter
Counsel or Bond Counsel.

13. .~ ALL REPRESENTATIONS, WARRANTIES, COVENANTS, OBLIGATIONS AND
AGREEMENTS OF THE ISSUER CONTAINED IN THIS BOND PURCHASE AGREEMENT SHALL
NOT CREATE ANY GENERAL OBLIGATION OR LIABILITY OF THE ISSUER. ANY
OBLIGATION OR LIABILITY OF THE ISSUER HEREUNDER SHALL BE LIMITED TO THOSE
SOURCES PLEDGED FOR THE PAYMENT OF PRINCIPAL OF AND PREMIUM, IF ANY AND
INTEREST ON THE 2010 SERIES A BONDS.

14. Any notice or other communication to be given to the Issuer under this Bond Purchase
Agreement may be given by delivering the same in writing to its address set forth above, and any notice
or other communication to be given to (i) the Underwriter may be given by delivering the same in writing -
to Crews & Associates, Inc., 2000 Union National Plaza, 124 West Capltoi Little Rock, Arkansas 72201,
Attentlon Rush W, Hardmg, 111

15 This Bond Purchase Agreement may be executed in any number of counterparts, each of
which so executed and delivered shall constitute an original and all together shall constitute but one and
the same instrument. Each party to this Bond Purchase Agreement may execute separate signature pages.
and upon such execution and delivery shall constitute one and the same instrument. :

16. This Bond Purchase Agreement shall be governed by and construed in accordance with
the laws of the State of West Virginia. :

[Remainder of Page Intentionally Left Blank — Signature Page to Follow]




Very truly yours,
CREWS & ASSOCIATES, INC,,
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E;
i
:
F]
:
§

By:

Authorized Representative

Accepted and agreed to as of the date first written above:

JEFFERSON COUNTY PUBLIC SERVICE DISTRICT (WEST VIRGINIA)

By:

Its:
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EXHIBIT A
Maturities
Matarity Date
(December 1) ‘Principal Amount Interest Rate

Optional Redemption

[Insert Following Pricing]

Mandatory Sinking Fund Redemption

[Insert Following Pricing)
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Continuing Disclosure Agreement

CONTINUING DISCLOSURE AGREEMENT

This Continuing Disclosure Agreement (the “Agreement”) is by and between Jefferson
County Public Service District (the “Issuer”), and The Bank of New York Mellon (the
“Dissemination Agent”), in connection with the issuance of § Jefferson County
Public Service District (West Virginia) Sewer Refunding Revenue Bonds, 2010 Series A (the
“Bonds”). The Bonds are being issued pursuant to the Resolution adopted by the Board of the
Issuer on April 6, 2010 (the “Resolution”) and the Certificate of Detrminations executed and
delivered by the Issuer on , 2010 (the “Certificate of Determinations™). The Issuer
and Dissemination Agent covenant and agree as follows:

SECTION 1. Purpose of Agreement. The Agreement is being executed and delivered by
the Issuer and Dissemination Agent for the benefit of the holders and Beneficial Owners of the
Bonds and in order to assist Crews & Associates, Inc., as the underwriter for the Bonds (the
“Underwriter™) in complying with SEC Rule 15¢2-12(b)(5).

SECTION 2. Definitions. In addition to the definitions set forth in the Resolution and the
Bond Purchase Agreement dated , 2010, by and between the Issuer and the
Underwriter (the “Bond Purchase Agreement™), which apply to any capitalized term used in this
Agreement unless otherwise defined in this Section, the following capitalized terms shall have
the following meanings:

*Annual Financial Information” means the financial information (which shall be based on
financial statements prepared in accordance with generally accepted accounting principles
(“GAAP™)) and operating data with respect to the Issuer, provided at least annually, of the type
included in those sections of the final official statement with respect to the Bonds attached
thereto as Appendix B, which Annual Financial Information shall include Audited Financial
Statements if available on the Report Date, and, if not then available, unaudited financial
statements.

“Audited Financial Statements” means the Issuer’s annual financial statements, prepared
in accordance with GAAP, which financial statements shall have been audited by a firm of
independent certified public accountants.

“Beneficial Owner” shall mean any person who has the power, directly or indirectly, to
vote or consent with respect to, or to dispose of ownership of, any Bonds (including persons

holding Bonds through nominees, depositories or other intermediaries).

“Disclosure Representative™ shall mean the current General Manager, Fiscal Officer or
General Counsel of the Issuer.
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“Dissemination Agent” shall initially mean The Bank of New York Mellon or any
- successor Dissemination Agent designated in writing by the Issuer and which has filed with the
Issuer a written acceptance of such designation.

“EMMA” means the Electronic Municipal Market Access System described in the 1934
Act Release No. 59062 and maintained by the Municipal Securities Rulemaking Board for
purposes of the Rule.

“Listed Events” shall mean any of the events listed in Section 5(a) of the Agreement.

“National Repository” shall mean the Municipal Securities Rulemaking Board,
Washington, D.C. the sole Nationally Recognized Municipal Securities Information Repos:tory
for purposes of the Rule, effective as of July 1, 2009.

“Participating Underwriter” shall mean the original underwriter of the Bonds who is
required to comply with the Rule in connection with offering of the Bonds.

“Repository™ shall mean each National Repository and the State Repository, if any.

“Rule” shall mean Rule 15¢2-12(b)(5) adopted by the Securties and  Exchange
. Commission under the Securities Exchange Act of 1934, as the same may be amended from time
- to time., :

“State™ shall mean the State of West Virginia.

“*State Repository” shall mean any public or private repository or entity designated by the
State as the state repository for the purpose of the Rule and recognized as such by the Securities
and Exchange Commission. As of the date of the Agreement, there is no State Repository.

SECTION 3. Provision of Annual Reports.

(a) The Issuer shall, or shall cause the Dissemination Agent to. not later than
365 days after the end of the Issuer’s fiscal year (presently June 30) (the “Due Date™).
commencing with the report for the Fiscal Year ending June 30. 2010, provide to each
Repository Annual Financial Information and Audited Financial Statements, which are
consistent with the requirements of Section 4 of this Agreement. The Annual Financial
Information and Audited Financial Statements may be submitted as a single document or as
separate documents comprising a package, and may cross-reference other information as
provided in Section 4 of this Agreement. The Issuer shall provide the Dissemination Agent with
a copy of each report filed under this Agreement. If the Issuer’s fiscal year changes, the Issuer
shall give notice of such change in the same manner as f